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OKLAHOMA POWER AND WATER CO. 


April 1, 1937 
To the Security Holders: 


This report brings to you the finaneal and operating results of Oklahoma 
Power and Water Co. for the year 1936. 


OPERATIONS 


Total operating revenues for 1936 amounted to $1,296,419.57, an increase of 
$102,436.49 or 8.6% as compared with 1935. Electric revenues, representing ap- 
proximately 74% of total operating revenues, increased $103,823.65 or 12.2% in 
1936. Gas revenues increased $5,844.97 or 3% while water revenues. decreased 
$7,232.13 or 5% during the year. A gradual improvement in business conditions 
coupled with aggressive efforts by the Company to secure additional business is 
reflected in the increased revenues. Substantial increases in electric revenues 


were obtained from power sales to steel mills, cotton textile mills and oil pipe 
line pumping stations. 


The inereased costs of fuel used for production of power, additional water 
purchased for resale due to drought conditions, and additional sales promotion 
expenses account for a substantial part of the increase of $46,148.84 in operating 
expenses, which include power, gas and water purchased for resale, but exclude 
maintenance, provision for amortization and retirements and taxes. The physical 
property of the Company is being well maintained; in 1936 maintenance expendi- 
tures were $85,176.08, which was $8,741.67 or 11.4% more than in 1935. 


Provision for retirement reserve amounted to $134,983.30 for the year 1936 
as compared with $168,563.98 in 1935; the 1936 provision was based on 1.75% of 
total fixed capital exclusive of automobiles, unfinished construction and the 
values assigned to the leasehold and power-sales contract. 


The provision for amortization of leasehold of $59,191.85 and the provision 
for amortization of power-sales contract of $52,358.52 were the same both in 1936 


Federal, state and local taxes, incluling Federal income tax, amounted to 
$125,394.53, an inerease of $12,785.40 or 11% as compared to 1935. This increase 


in taxes was due to the larger Federal income tax and to the surtax on undistri- 
buted profits. 


FINANCIAL 


Gross income available for interest and other deductions, after operating ex- 
penses, including taxes, provision for retirements and amortization of leasehold 


and power-sales contract, amounted to $428,583.52, an increase of $68,357.90 as 
compared with 1935. 


A dividend of $1.15 per share or $26,450 was paid in 1936 on the 6% Pre- 


ferred Stock. This was the first dividend paid on the Preferred Stock since 
March, 1938. 


REDUCTION OF INDEBTEDNESS 


During the year the Company purchased, in the open market, $86,000 of 
its own 5% First Mortgage Bonds. In May, 1986, the 5% notes payable to the 
Sand Springs Home, due August 1, 1937, were reduced by a payment of $192,000 
and at the same time arrangements were made to pay $3,000 per month on these 
notes from June 15, 1986 to July 15, 1937, inclusive, and $4,000 per month from 
August 15, 1937 to July 15, 1940 inclusive, with the balance of $856,000 to be due 
on August 1, 1938, with an option of renewal to August 1, 1940. 


An additional payment of $200,000 was made by the Company in March, 
1937, on its 5% notes to the Sand Springs Home, at which time arrangements were 
made to continue the $4,000 monthly payments on these notes up to and ineluding 
July 15, 1943, and to extend the maturity date of the remaining notes from August 
1, 1938 to August 1, 1948. 


BUSINESS DEVELOPMENT 


The Company has continued its active and energetic commercial and new 
business programs during 1936 ‘and, in cooperation with local dealers, has in- 
creased the sale of various load building appliances, thus stimulating increased 
use of utility services. Largely as a result of the efforts of the new business de- 
partment, estimated annual power revenue of $70,767 was added to the Company’s 
system; this estimated increase amounts to approximately 20% of the total reve- 
nues from commercial power sales in 1936. During the year, the average annual use 
of electricity per residential and commercial lighting customer increased 11% and 
14%, respectively, as compared with 1935. The Company gained 298 residential 
electric customers during 1936. ey 


TERRITORY SERVED 


The Oklahoma Power and Water Co. furnishes electric, gas and water service 
to 12,277 customers located in Osage, Tulsa, Creek, Pawnee and Washington coun- 
ties in Oklahoma. While the Company serves twenty-four towns direct with elec- 
tricity, six with gas and two with water, the major portion of its income is derived 
from Sand Springs, Oklahoma, and a small area within the city limits of Tulsa, 
Oklahoma and adjacent territory. In this area are situated a diversified group of 
large industrial and manufacturing establishments, many of which have national 
distribution of their finished products. The petroleum industry is also prominent 
in this area. Recent increases in the price of crude oil have stimulated additional 
activity in the oil and related industries, which in turn is reflected in increased 
revenue to the Company. Outside of the Sand Springs and Tulsa area, the terri- 


tory served is chiefly supported by oil and gas fields, grazing, cattle raising and 
truck farming. 


GENERAL 


The Directors and Officers have pursued those policies which gain and hold 
the good will of its customers; which foster understanding and lead to closer co- 
operation with customers and the communities served. Active and earnest atten- 
tion has been given to the individual customer in order that he might receive 
continuous, adequate, permanent and courteous personal service at the lowest pos- 
sible rates consistent with dependable service and a reasonable return. 


It is with pleasure that the Directors and Officers express their sincere appre- 


ciation of the loyal and efficient service rendered by the employees during the 
past year. 


By order of the Board of Directors, 
R. W. MeCLURE, President. 


Oklahoma Power and Water Co. 


STATEMENT OF INCOME AND SURPLUS ACCOUNTS 


FOR THE YEAR ENDED DECEMBER 31, 1936 


INCOME ACCOUNT 


OPERATING REVENUES: 
Electric (including $261,593.20 from an affiliated company) 
MCCARREN eo cite fared chick ota rer nie od uctete: chane ai'e. oS ara7elshaity.sing,.0 eishel s# Ras 6 86 


OPERATING EXPENSES AND TAXES: 


Sie ee aneand. water DULChASe (figs sete esas sees gene dendcousws.s - 
CG reste OLWMeer Pater sMaveverre.<) edlesrere: cu210 clei &.57 Mer tienele (eres oi sae Rlaeree oie) cLiaterssnit elvelitcavelsie ait ciere 
IGRI LOI CORe Mees derat eke. test cisttates Sere aiels ee aie chaes: Cale lels Ret Wiete: elo wis eesoushe ferels. 5, tare eleletens 
Provision for retirement reserve—see auditors’ report .........eseeeeee. 
PrOmiElOnmlOoneaniortizatlon, OLeleaseholdeym.s cies aes ciciss aieke or tein « cerclenlonro nie 
Provision for amortization of power-sales contract ......... SoccHe Abb CHO 
Taxes— 

piace, local and miscellaneous Mederal ... 52.0. sees ss cewereaesecens : 


Federal ang state income— 
Normal tax 


eee ee eee eee eee eee eee eee esre errr reese eeeseeesereseeereresene 


SECON LITMOISGE IO Utes DTOLLLGe res. tei: aie ore ebate cusites thers Gide wl arcverei ne rare 
Motalmoperd tlcrexpensesm and mbaxe Samtys ameiete oereliare eter e ears 
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CONS MELT COMMMG we rotete fe eicrcrerscete ouere ichane les ehelanel eens telislisieheiere et ove cverece) elements 


INTEREST DEDUCTIONS: 
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NOTE: In the Federal income-tax returns filed by the company the 
amounts deducted for depreciation are computed upon the basis 
of age and estimated lives of depreciable property as allowed by 
the United States Treasury Department and are substantially 
larger than the provision for retirement reserve as set forth above. 


SUMMARY OF SURPLUS ACCOUNT 


SURPLUS BALANCE DECEMBER 31, 1935 per previous report ......... 
ADD- Net income for the year ended December 31, 1936, asabove $100,922.46 
NGI CISCOUNLBONErenCQUIred BDODUS) siqtetuatsieraiie sere tele SCTE 


LESS- Dividends paid on 6%-cumulative preferred stock—$1.15 per share .. 
SurplussbalancesOecember<s1, 193.6 ammeter «stylet + a utes elersrere os At 


$ 


$ 


$ 


$ 


$ 


$ 


$ 


955,909.68 
203,092.22 
137,417.67 


$ 1,296,419.57 


168,060.89 
244,534.39 
85,176.08 
134,983.30 
59,191.85 
52,358.52 


102,944.53 


15,250.00 
7,200.00 


869,699.56 
426,720.01 


1,863.51 


428,583.52 


302,049.96 
3,078.05 
22,533.06 


327,661.07 
100,922.45 


38,130.21 


101,499.68 


139,629.89 
26,450.00 


113,179.89 


OKLAHOMA POWER 
Balance Sheet 


ASSETS 


PLANT, PROPERTY, LEASEHOLD, RIGHTS, FRAN- 
CHISES, ETC.,* stated at cost determined on the basis 
of the par or stated value of securities issued and cash 
paid for properties acquired as of March 1, 1928 
($8,019,849.26 of which $1,070,386.00 has been assigned 
to leasehold), plus additions since at cost, less retirements $ 9,629,328.06 


OTHER ASSETS: 
Special WC DOSICS EEC re crete eisiciter =e) «ee talee= ee ia faisiedet caer aVeclh (men ete $ 1 
PTEPAId PA CEOUIIES ce -etete ister aici ele. «oleae ceretet tater ie petet ots) orale Tato ts ie 


BOND DISCOUNT AND EXPENSE IN 
PROCESS OF AMORTIZATION 9....-.ccceeescescccoes 251,338.70 


CURRENT ASSETS: 
GUAR Ya ne ort te ahiawai sie leyaticlesaa uve eh duets ale are: 0 oh apetee tuatepaahehoteietstels vekesene ss $ 90,177.26 
U.S: "Treasury. bills ($350,000.00) “at -COSte oo. dace csacss 349,9€0.59 


8,728.93 


Customers’ accounts, notes and warrants 
MECELVADLG MOLC; mihi piclelele Deiers ois seer ame S a hOeTe 5-29 


Less- Reserve for uncollectible 
ACCOUMES one xo ucts Mie ede wintenek care ode chews Seebee 8,006.20 102,368.94 


Materials and supplies—quantities and condition 
determined by the company—priced at average cost . BT 9 52.02 580,459.51 


The books of account do not show a complete segrega- 
tion as between tangible property and _ intangibles. 
The reserve for amortization of power-sales contract 
is based on the value thereof ($1,130,073.00) as de- 
termined by independent engineers approximately as 
of date of acquisition. 


$10,469,855.20 


TO THE BOARD OF DIRECTORS, 
OKLAHOMA POWER AND WATER CO.:: 


We have made an examination of the balance sheet of OKLAHOMA POWER AND 
WATER CO. (a Delaware corporation) as at December 31, 1936 and of the statement of 
income and surplus for the year ended that date. In connection therewith, we examined or 
tested accounting records of the company and other supporting evidence and obtained inform- 
tion and explanations from officers and employees of the company; we also made a general 
review of the accounting methods and of the operating ang income accounts for the year, but 
we did not make a detailed audit of the transactions. 


The company, under the retirement method has provided for retirement losses currently 
realizeq and in addition has provided reserves for future retirements, This method does not 
contemplate a full provision for accrued depreciation as determined by the age and estimated 
service life of the properties. 


All net earnings for the year endeq December 31, 1935 in excess of $20,000.00 were appro- 
priated as the provision for retirement reserve. The provision for the year ended December 31, 
1936 was based on 1.75% of total fixed capital exclusive of automobiles, unfinished construc- 
tion and the values assigned to the leasehold and the power-sales contract. 


Subject to the foregoing comments, in our opinion, based upon the examination referred 
to above, the accompanying balance sheet and statement of income and surplus fairly present, 
in accordance with accepted principles of accounting consistently maintained by the company 
during the period under review, the financial position of the company at December 31, 1936 
and the results of its operations for the year ended that date. 


Chicago, Illinois, ARTHUR ANDERSEN & CO. 
February 19, 1937. 


\ND WATER CO. 
Yecember 31, 1936 


LIABILITIES 


CAPITAL STOCK: 


Preferred stock, 6% cumulative, par value $100.00 per 
share—authorized and outstanding ...........+...0.. 
Common stock—authorized and outstanding 60,000 shares 
without, par value—stated value oo... cess ccc s sce cee 


FUNDED DEBT (after deducting $414,000.00 principal 
amount of treasury bonds, including $109,000.00 re- 
acquired bonds of which $23,000.00 was deposited with 
the trustee under the trust indenture): 


Tirst-mortgage five per cent twenty-year gold bonds - 
SrPteeaeCuerhenriary Te eLS4 Bs octets np oe as phe 


esas mal Cme MH eDriary sion. 9 4 98 wre ci cicueis ciecs chain ee 


Notes payable to Sand Springs Home, 5% - $124,000.00 
due at rate of $4,000.00 per month from January 15, 
1938 to July 15, 1940—balance due August 1, 1938, 
with option of renewal to August 1, 1940 .......... 


CUSTOMERS’ SECURITY AND LINE-EXTENSION 
Hap Hil GO) SLGL SS Meapeneterepereys: renee el oie castieche cist cies rete lee cis ein ovate nts 


CURRENT LIABILITIES 


Current maturities of 5% notes payable to 
SAM eo TM oS FL OTE: erst Meiers a siecle iche eimtenes coor . 
Accounts payable 


oe eee 


oo (9/0) See -0) © 6) eta 6.6) © 6! 6 Tele e ¢ 6 888 6 a 6. 0 6)» 0 eh 4 6 & 


See eee eho. w. Ole) ene! 661.6) (6.6 =. (6. 's) See 6, 0. sim ete) Sie spe. 


Spe {Oy 816 eh(@) 16). Sine | Clee et 9 e618) 16)6) celta) /e 6) eB! 6, @ meee. 6) iw fe, aie 


RESERVES: 


HevneiMent—-see allditors, report ieee see es een e. 
Reserve for amortization of leasehold ..........0.0.<ee. 
Reserve for amortization of power-sales contract 
Contributions for extensions 


EARNED SURPLUS 


(Cumulative preferred dividends not declared or accrued 
in the accounts at December 31, 19386 amounteq to 
$502,550.00 or $21.85 per share) 


NOTE: 


a change from retirement to depreciation accounting. 


company’s balance sheet and income account. 


$ 2,300,000.00 


539,098.65 


$ 4,484,000.00 
422,000.00 


980,000.00 


$ 41,000.00 
34,320.84 
62,433.83 
19,449.64 


104,880.62 


$ 269,545.25 
522,861.30 
462,500.26 

26,227.69 


$ 2,839,098.65 


5,886,000.00 


88,357.23 


262,084.93 


1,281,134.50 


TU TETAS, 


$10,469,855.20 


The Uniform System of Accounts prescribed by the Federal Power Commission, effective 
January 1 1937, requires among other things, an analysis and restatement of electric 
fixed capital so as to show the origina] cost of the property when first devoted to public 
service as well as the other elements contained therein. The Classification also requires 

It is not known at this time the 

extent to which these changes in accounting practice may affect future statements of the 


OKLAHOMA POWER AND WATER 


COMPARATIVE STATISTICAL DATA 


Electric 


Number of communities served— 


retail Cléctricity in. wank eiis enue se 
Total population served with electricity—retail 


Number of domestic electric customers * .... 


Number of electric customers 


Other) ThansdOmMestic: sx enc gleiece ose Maree a cueeteeee 


Electric sales—K. W. H. (000 omitted) 


Capacity of fuel burning stations—K. W..... 


Number of fuel burning stations oi. ..:s5.... 


Miles of transmission lines 6,600 volts 


FW ONG I OAIKEN unr nry Ba OneCare CURDS LOA CONG 


*Ineludes rural customers. 


Gas 


Number of communities served—retail gas .. 


Total population served with gas—retail 


Population served with gas only 


(included in above total) ......5.2.. 20 ae 
Number of domestic gas customers ......... 


Number of gas customers other than domestic 


Ciasisal esa IVINGEPHWae set crceets lo celro lo nile) absue's evels «eters 
Mes) Ofertas MMA LINS wal areie Mek or-cenerelieieteisiers aaa ste ete 
Water 


Nuniber of communities served—retail water 


Total population served with water—retail .. 


Population served with water only 


Gnclhuidedsinicab owe TOA) ence cet ceneres ch eve sene seus 


Number of domestic customers ..........-. 


Number of water customers other 
CHANG OMUESELC™ arerekeerenete sia stacereteee serene ee1e 7 


Water sales—M gallons .«....0.....0.c0e%,- 


Daily capacity of plants in gallons .......... 
Number of pumping se plants cass e ctuwe ccs cs 


WPINES ROL Water mia Le metiona terete tats veo ene cies ere 


General 


Total number of communities served retail . 


1936 


24 
26,000 
4,904 


6 
17,250 


None 
3,429 
521 
770,399 
190.6 


2 
14,100 


None 
1,786 


295 
1,182,481 
1,000,000 

1 
52.45 


24 


1935 


24 
25,963 
4,613 


1,357 
56,704 
22,250 

i 


243.3 


6 
16,920 


None 
3,358 
sale’ 
796,566 
195.5 


) 


o 


13,650 


None 
17022 


292 
1,310,292 
1,000,000 

i 
51.37 


24 


CO. 


1934 


24 
25,814 
4,420 


1,367 
48,366 
22,250 

1 


240.3 


6 
15,870 


None 
S,o0m 
514 
804,102 
196.6 


3 
15,550 


None 
1,834 


343 
1,345,528 
1,000,000 

i 
50.62 


24 


1933 


24 
24,947 
4,206 


1,401 
48,042 
22,250 

1 


240.3 


6 
16,359 


None 
3,174 
518 
818,158 
197.4 


3 
15,089 


None 
1,791 


331 
1,162,153 
1,000,000 

1 
50.62 
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OKLAHOMA POWER AND WATER CO. 


April 14, 1938. 


To the Security Holders: 


This report brings to you the financial and operating results of the Oklahoma Power and 
Water Co. for the year 1937. 


OPERATIONS 


Total operating revenues for 1937 amounted to $1,341,434.42, an increase of $45,014.85 
or 3.47% over the year 1936. Electric revenues, representing approximately 72.5% of total 
operating revenues, increased $17,470.96 or 1.83% as compared with 1936. Gas revenues 
increased $26,104.57 or 12.85%, while water revenues increased $1,439.32 or 1.05% over 
1936. These increases were brought about by increased operations in certain of the more 
important industries served by the Company, and as a result of aggresive efforts by the Com- 
pany to secure new business. However, there was a slowing down during the last quarter 
of the year, reflecting the nation-wide business recession during that period. Gas revenues were 
helped by the fact that in 1937 the winter was colder than in 1936. The year was unusually 
dry, rainfall being but two-thirds of normal. This caused a decrease in the amount of water 
impounded in Shell Creek reservoir and will necessitate an increase in purchase of water from 
outside sources in 1938. 


Operating expenses (exclusive of maintenance, amortization of gas leasehold and power 
sales contract, depreciation and taxes) decreased $448.65. Maintenance expenditures in 1937 
amounted to $72,896.25 as compared with $85,176.08 in 1936, or a decrease of $12,279.83. 
Maintenance expenditures for the two years are not comparable, however, due to the Company 
having adopted the depreciation principle of accounting in 1937, which system provides for 
charging to depreciation reserve certain items previously charged to maintenance. 


Provision for depreciation amounted to $150,034.60 as compared with $134,983.30 for 
1936. 


The provision for amortization of gas leasehold of $59,191.85 and the provision for amor- 
tization of the power sales contract of $52,358.52 were the same in 1937 as in 1936. Federal, 
state and local taxes, including Federal Income taxes and taxes assumed on bond interest, 
amounted to $144,087.48, an increase of $18,692.95 or 14.9% over 1936. For each dollar 
of operating revenue, 10.74 cents was paid or accrued in the form of taxes. 


FINANCIAL 


Net income available for preferred dividends (after deducting operating expenses, includ- 
ing depreciation, interest on funded debt, general interest and amortization) amounted to 
$140,141.61, an increase of $39,219.16 or 38.86% over 1936. 


Dividends totaling $5.00 per share were paid or accrued in 1937 on the 23,000 shares of 
6% Preferred Stock outstanding. All Preferred Stock dividends in arrears to June 30, 1937, 
and which amounted to $525,550, were cancelled as of that date by consent of the holder 
of the Preferred Stock, The Middle West Corporation, parent company. 
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During the year the Company purchased in the open market $58,000 par value of its own 
5% First Mortgage bonds. In March, 1937, the 5% notes payable to the Sand Springs Home 
due August 1, 1938, were reduced by a payment of $200,000 with an extension of the option 
of renewal to August 1, 1943. Other notes payable to the Home are being retired at the 
rate of $4,000 monthly. 


In January, 1938, The Middle West Corporation, parent company, surrendered for can- 
cellation 5,250 shares of 6% Cumulative Preferred Stock. Upon cancellation of such stock 
the Company credited $525,000 to Capital Surplus which has been applied to the reduction 
in the recorded ledger amounts of the gas leasehold and power sales contract. 


APPRAISAL 


During the. year an appraisal of all of the physical property of the Company was made 
jointly by the engineers for the Corporation Commission of Oklahoma and the Company. 
This appraisal was made on an original cost basis and was recorded on the books of the 
Company as appraised by the Commission. 


RATE REDUCTIONS 


During the year electric rate reductions were made for residential and commercial service 
in twenty-two communities effecting an annual saving to customers of approximately $9,000. 
These reductions simplified and standardized rate structures, stimulated increased customer 
consumption, and have placed the Company in a much stronger competitive position than 
heretofore. sine 


' NEW BUSINESS ACTIVITY 


A comprehensive program of load building, in cooperation with appliance dealers, was car- 
ried out during the year. New business, with a total estimated annual revenue amounting to 
7.5% of the Company’s total gross revenues for 1937, was obtained for the three classes of 
service rendered—electric, gas and water. The average annual consumption of electricity 
per residential customer increased 48 kilowatt-hours over 1936. During the year residential 
electric customers increased 330 and gas residential customers increased 153. 


ADDITIONS AND IMPROVEMENTS 


Two major items of construction were completed during the year. A new 66 Kv substa- 
tion was constructed at Sand Springs, and seven miles of 33 Kv line between Sand Springs and 
Tulsa were converted to 66 Ky, in order to provide better utilization of inter-connection 
facilities with Public Service Company of Oklahoma. 


MUNICIPAL OWNERSHIP ACTIVITY 
During the year the City of Hominy, which had been receiving electric service from the 
Oklahoma Utilities Company, to which the Oklahoma Power and Water Co. had been fur- 


nishing wholesale electric service, completed the construction of a municipal electric plant and 
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distribution system and started operating that plant in June. This project was financed 
through a PWA loan and grant. 


In the latter part of 1937 the Public Works Administration approved a loan and grant 
to the Grand River Dam Authority, aggregating $20,000,000 for the construction of a 
hydro development on the Grand River near Pensacola, approximately 85 miles northeast of 
Sand Springs. It is believed that this project cannot be completed for several years and 
should not affect seriously the business of the Oklahoma Power and Water Co. 


No rural cooperatives have been formed in the territory served by the Company due, 
largely, to the non-agricultural character of the territory. 


TERRITORY SERVED 


Oklahoma Power and Water Co. serves.a total of 12,889 customers with electricity, 
and/or gas and water service in Osage, Tulsa, Creek, Pawnee and Washington Counties. The 
Company serves twenty-four towns direct with electricity, six with gas and two with water, 
but its principal income is from industries in the vicinity of Sand Springs. These industries are 
cotton textile mills, steel mills, glass jar manufacturing plants, oil pumping stations and refin- 

_eries and businesses allied to the oil industry. Agriculture, except for stock grazing, plays a 
relatively unimportant part in the territory. 


GENERAL 


The Officers and Directors have continued their policy of improving customer and 
employee relations. Excellent customer relations exist, both as a result of employee contacts, 
improved service and reduced rates. An active program of Safety has been carried on through- 
out the year, resulting in a greatly improved safety record. 


The Officers and Directors acknowledge their appreciation of the loyal and efficient 
service, and splendid spirit of cooperation of the employees during the past year. 


By order of the Board of Directors, 


R. W. McCuure, President. 


ARTHUR ANDERSEN & CoO. 


135 SOUTH LA SALLE STREET 
CHICAGO 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have made an examination of the balance sheet of OKLAHOMA POWER AND WATER 
Co. (a Delaware corporation) as at December 31, 1937 and of the statement of income and 
surplus for the year ended that date. In connection therewith, we examined or tested account- 
ing records of the company and other supporting evidence and obtained information and 
explanations from officers and employees of the company; we also made a general review of the 
accounting methods and of the operating and income accounts for the year, but we did not 
make a detailed audit of the transactions. 


Subject to the adequacy of the provision and reserve for depreciation, in our opinion, 
based upon the examination referred to above, the accompanying balance sheet and statement 
of income and surplus fairly present in accordance with accepted principles of accounting, 
consistently maintained by the company during the year under review except for the adoption 
of the depreciation principle of accounting as set forth in the footnote to the statement of 
income, the financial position of the company at December 31, 1937 and the results of its 
operations for the year ended that date. 


ARTHUR ANDERSEN & Co. 


Chicago, Illinois, 
February 12, 1938. 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF INCOME AND SURPLUS ACCOUNTS 
FOR THE YEAR ENDED DECEMBER 31, 1937 


; INCOME ACCOUNT 
OPERATING REVENUES: 


Electrics (including $263,160.80) from an affiliated company)..........0..-.4:00.e25..02-0.-- $ 973,380.64 
CRA a, +, ph caeBh Shas Coc soc BP OR Fe Eas Te FONG AECL SOP CPD eh LR ae AC cc Pee Pe 229,196.79 
WHTES? nd bac 6 Bia Gan BH Ole be PONG OM LOO CEE EAI  Stere ARE PRED EAt ea Ar een er Te Aa SIO AL IA 138,856.99 
siotalmoperatingsrevenucs myst scr) er oe te Ney een aay ti eus mere ee ae re Meare Bole Re $1,341,434.42 
OPERATING EXPENSES AND TAXES: 
Operation— 
Rowermcasmang ewaters purchased =e e sce elena ae suet tae or Sa ohn Le ASS Sol MOR A at aN $ 176,305.00 
(QELS oy oui Zonta ie AR ae MRE eee eRe OE ARLE Ue, EATON np AA Be am a RIE a Y 235,841.63 
DMMPO CN eRERRTEEY | hich RAO Bea MONI iy EE a ee Rea Me Te ere AI ae ORNL gt OL aR Bi pa eM 72,896.25 
JOYS Sy ROSLENS TOE. - baad orate tc Bate Ot Clon enO OIG CREE OI PP ro me Aare AH mend Une FL AU A fee 150,034.60 
Ermine tormamortizationvor: leaseholdaay) ty ons «societal cet Oe a ce ens Ma ee ae 59,191.85 
eprisionmeomuanortizations of. power-sales contract) ay ve ate ae eels eee ae near 52,358.52 
Taxes— 
Statewmlocalmands miscellaneous. Federal o.oo. a silos) Said oos.d gle paete © ee od OR ok Ee 111,474.55 
Federal and state income— 
INOtina met ax Wemiewn te cae oc cree Rice Lease ot ated Pe haath dem ee Rian Te ALM be ae oe ae 24,040.09 
Wncdiscributedusprouts me CaX Tease ee otee pe ates cree RR Nah ie te a sarin ete seh te cle gree ad ti i 3,000.00 
otalmoperatinesexpensess and kcaxeseyes wareh stay A nse Neen ae AEE eta or cee eas Bee $ 885,142.49 
UNctwoperatingminComegn chi arent. itn ue ds Ae PR ay Penhea i Ara teh) Ae a yl eer $ 456,291.93 
COTRISIEAR, UENCGUO INES” L0G 25 cea en a Mea BUR ie ce Ne Rn gl Se ge RE Mana Te 290.00 
CG rOSS BE ITICOMIE mie. arse LeAnne, fe net ret tir cee Tae Pee Rng Wee teats een Cee at er: Re $ 456,581.93 
INTEREST AND OTHER DEDUCTIONS: 
Iicrre res PaO neh Ut Ce dis CED Cae fein cain ct eae At ay Ei nes AON mi gs ep ces toh Sool A er $ 286,831.08 
Pespcectmntereste (Tait nr yo eo Pood Wis hh ein Wenn era rE Mtn Se UR, 6, y!e) meroamte | Ail ald kel ae 492.91 
Pemeccmocon of, bond. discount and expense Adis hes sree el ass Sore Sabin Fahad Hoe lg me eRe wee 22,373.38 
Miisccllancousmincomescdediuctions PE aceec wera tients erate eon toe oe Aoki ee ae 6,742.95 
Potalmminterestmidecuctions pity maw A 1k een eT ug eetiae si ye enh aapee re ia nce eke ee aan $ 316,440.32 
UN e Canin COMM ne it en scenes een Ae eT RL et aregs ©. KAUR deci anes (abe ch ex ee ee $ 140,141.61 
NOTE: 


The system of accounts adopted January 1, 1937 by the company requires a change from the retire- 
ment method of providing for property retired from service to depreciation accounting. The com- 
pany adopted the depreciation principle of accounting in 1937 and is now engaged in a study to 
determine its depreciation requirements. Pending the completion of this study, the company has 
increased its depreciation provision in 1937 to $150,034.60. The extent to which this study, when 
completed, may affect future provisions for depreciation is not known at this time. 

The amounts deducted for depreciation in the Federal income tax returns filed by the company are 
computed in accordance with the regulations of the Bureau of Internal Revenue and are greater than 
the provision for depreciation set forth above. 


SUMMARY OF SURPLUS ACCOUNT 


SURPLUS BALANCE DECEMBER 31, 1936, per previous report ................ $ 113,179.89 
ADD: 
Net income for the year ended December 31, 1937, as above .................. $140,141.61 
Less—Dividends on 6% cumulative preferred stock— 
Paid prior to June 30, 1937—-$2.00 per share ................... $46,000.00 
Paid or accrued since June 30, 1937—$3.00 per share ............ 69,000.00 115,000.00 25,141.61 
SL 385521550 
ANID IN coma iscountmeOle bondssteacquired mame. mr ae te ee ge sey 6,101.03 
Surplusmbalancesecem beraes 1 1937, sey eet Pa eo ee $ 144,422.53 


A‘S:S BT'S 
UTILITY PLANT: 

Tangible property is stated at estimated original cost when first devoted to public 
service for properties acquired as entireties (the estimated accrued depreciation of 
$585,000 at dates of acquisition of such properties was credited to the depreciation 
reserve) as determined jointly by the engineers of the Corporation Commission of 
Oklahoma and the company and approved by said commission, plus additions since 
at cost, less retirements. 

Intangibles as stated (including gas leasehold of $1,070,386.00 and power sales con- 
tract of $1,130,073.00 in process of amortization) are represented by the excess of 
the total cost in securities and cash, of the properties over the net amount applicable 
to tangible property as above determined— 

Tan sible property, eyes css ite sear eons Sete te Lan va TL Seen Ae a te SSR aC NN a 
Intangiblesy) (see\ mote s:2)) joe kin. Mee Rel, cu eepal tas Neue e eee cect et ze ede secant an aa 


CURRENT ASSETS: 
CORI AP AURA MEP RUME se RT a EOE Hii Gia Aer er Te a aa aa RUS ne) UE NSN APNE tM meal OES A UA 
Reconstruction Finance Corporation notes (principal amount $200,000.00), at cost .... 
Special tideposits in ie). wpiciians miei ane sah ale ak rans necabe tele t Vannes ectitig ar easel Seal ase a 
Customers’ accounts, notes and warrants receivable, etc. .............. $132,004.59 
Less—Reserve for uncollectible accounts ............6.00ceeeeyueee 7,575.69 


Materials and supplies—quantities and condition determined by the company—priced 
AE AVELARe ACOSE! pi iataie sain one eaeaWletey leita sitive mete aac Renason MOOT Th Gent > ee SEL era CE eg oe 
P£CPaY MENS) (ese sealer) alah al oats rage ats per ciiea mast Seema ACN Calica ais SAL Se 


BOND DISCOUNT AND EXPENSE IN PROCESS OF AMORTIZATION 


$7,153,299.80 


3,183,922.53 


$ 82,312.13 
200,000.00 
3,385.00 
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124,428.90 


80,415.10 
1,977.80 


OKLAHOMA POW 
BALANCE SHEET— 


$10,337,222.33 


492,518.93 


226,358.46 


$11,056,099.72 


~ AND WATER CO. 
2CEMBER 31, 1937 


LIABILITIES 
CAPITAL STOCK: 
Common stock—authorized and outstanding 60,000 shares without par value—stated 
WURES! sa hee Big, TUES RR ss REA rss oe URE ROS ee cs 
Preferred stock, 6% cumulative, par value $100 per share (see notes 1 and 2)— 
AME OEEE mA NC wOULSEANGIN p aoan ME MMT ai tess eittans Saks es Bice ae save eek, = Whee oe es 


LONG TERM DEBT (after deducting $472,000.00 principal amount of treasury bonds, 
including $167,000.00 reacquired bonds of which $23,000.00 was deposited with the 
trustee under the trust indenture) : 

First mortgage five per cent twenty-year gold bonds— 
Series A, due February 1, 1948 
Series B, due February 1, 1949 
Notes payable to Sand Springs Home, 5%— 
$220,000.00 due at rate of $4,000.00 per month from January 15, 1939 to July 
15, 1943—balance due August 1, 1938, with option of renewal to August 1, 1943 


Wiel ot) loiyiah oi .8 (wASie wade: (awa. W\Le’ se Jelie! 16) fel ce) fon es6) el 0) bi a) 6.0) bile) wes 6: me) eale 


CURRENT LIABILITIES: 

Current maturites of 5% notes payable to Sand Springs Home .................... 
ANQEEN ENTER TEERTEDSTIS) ” oinccan dS cue etic ERO at CRett ee ea Ree NER tr Ne 
Stateqmocalsana miscellaneous. Federal..taxes: ... 63... javvdowle nse ets nscled feck euen 


HEUTE COINCMECAXCSRUR Ge att 7 Auten oe, ncn OA ty Ne LU RA EOI A ns 
Pear CUMMITIC ETS AMEE TIAMAT TARE ce eo: lacy radar elise op oPaute TeUS\ labs he A O A G Mebewe tly 


RESERVES: 
VED TCs lOc mma re Sey tea AeA WY ah 5, ewe OS <3 ie a aRG er evlede aLe wr arate tae Higdh bia nisl toe 
Amortization of gas leasehold 


Amortization of power sales contract 


Preferred dividends (declared January 3, 1938) 


CONTRIBUTIONS IN AID OF CONSTRUCTION 


Ee MOSES CUNEO Sim (SECS NOC G2) ie Mmacee laws (his ah fac aaiensiia «eve miabacree inne vs Umea oadbhek an 


NOTES: 


$ 539,098.65 


2,300,000.00 


$4,426,000.00 
422,000.00 


732,000.00 


$ 48,000.00 


48,590.38 
68,774.46 
20,768.96 
105,254.54 
86,532.97 


$ 935,189.07 


582,053.15 
523,585.20 
34,500.00 


$ 2,839,098.65 


5,580,000.00 


SW ie YA | 


4,846.84 


2,075 ,327.42 
34,482.97 
144,422.53 


$11,056,099.72 


(1) Cumulative preferred stock dividends ($525,550.00) not declared or accrued in the accounts of the company at 
June 30, 1937 were canceled as of that date by consent of the holder of the preferred stock, The Middle West 


Corporation, parent company. 


(2) The company represents that as of January 3, 1938 The Middle West Corporation, parent company, surrendered for 
cancellation 5,250 shares of 6% cumulative preferred stock and the company upon cancellation of such stock 
credited $525,000.00 to capital surplus. As of the same date the company by action of its board of directors 
reduced the recorded ledger amounts of the gas leasehold and power sales contract to $273,062.10 and $194,- 
568.54, respectively, (the amounts as of December 31, 1937 of these items allowed for Federal tax purposes) by 
charges of $582,053.15 and $523,585.20 to the reserves for amortization and $627,190.01 to earned surplus. 
The resulting deficit in earned surplus ($482,767.48) was transferred to capital surplus and the remaining 
balance in capital surplus ($42,232.52) was appropriated as a reserve for contingencies. 


—s 


OKLAHOMA POWER AND WATER CO. 


CoMPARATIVE STATISTICAL DaTA 


OS; 1936 1935 1934 
ELECTRIC 
Number of communities served—retail electricity. 24 24 24 24 
Total population served with electricity—retail .. 29,020 26,000 25,963 25,814 
Number of domestic electric customers .......... =e bye bE 4,904 4,613 4,420 
Number of electric customers other than domestic 1,452 1,342 1,357 1,367 
Electric salee—K. W. H. (000 omitted) ........ 65,807 66,589 56,704 48,366 
Capacity of fuel burning stations—K. W. ...... 22,250 22,250 22,250 22,250 
Number of fuel burning stations .............. 1 1 1 1 
Miles of electric lines 6,600 volts and over ...... 222.3 243.3 243.3 240.3 
*Rural customers reclassified in 1937. 
GAS 
Number of communities served—retail gas ...... 6 6 6 6 
Total population served with gas—retail ........ 18,980 17,250 16,920 15,870 
Population served with gas only (included in above 
total) Meher tee a Re een None None None None 
Number of domestic gas customers ............. 3,582 3,429 353 5 Sataees 3,311 
Number of gas customers other than domestic ... 541 521 517 514 
Gas salese—M. C. F. (Natural) ..05............ 831,166 770,399 796,566 804,102 
IMilesnofiteaswmalins iets. 1.4 teerce si er or aloe 188.06 190.6 195.5 196.6 
WATER 
Number of communities served—retail water .... 2 2 2a 3 
Total population served with water—retail .... 15,810 14,100 13,650 15,550 
Population served with water only (included in 
ADO VEN EOCAL) Niyeune sae tere ve ee mera pana Male None None None None 
Number of domestic customers ................ 1,886 1,786 1,722 1,834 
Number of water customers other than domestic . 315 295 292 343 
Water, sales—M gallons’ 0. 0.00.2 .a ees... 1,184,421 1,182,481 1,310,292 1,345,528 
Daily capacity of plants in gallons ............ 6,000,000 6,000,000 6,000,000 6,000,000 
INumbersofepumping iplants ayaa. eee ce 1 Forma 1 1 
MilesSofiswater/cmainsi.c- yhoo ay «cane inte ey aw, she ths ' $2.45 Sule37 50.62 
GENERAL 
Total number of communities served retail ...... 24 24 24 24 
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OKLAHOMA POWER AND WATER CO. 


General Office: Sand Springs, Oklahoma 
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Sand Springs, Oklahoma Sand Springs, Oklahoma 


R. W. McCuure, Sand Springs, Oklahoma 
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Transfer Agent 
OKLAHOMA POWER AND WATER CO. 
Sand Springs, Oklahoma 


This report is prepared primarily for the information of security 
holders of the Company and is not transmitted in connection with 
the sale of any security or offer to sell or offer to buy any security. 


OKLAHOMA POWER AND WATER CO. 


April 10, 1939. 


To the Security Holders: 


This report brings to you the financial and operating results of the Oklahoma Power 
and Water Co. for the year 1938. The accompanying balance sheet and statement of 
income and surplus have been certified by Arthur Andersen & Co., Accountants and 
Auditors. 


OPERATIONS 


The income account of the Company, which is presented on page six in this report, 
may be stated in simplified form as follows: 


INCOME 


Payments by customers for electric energy, gas and water 
services furnished them ($1,262,563.67), together with 


miscellaneous income ($1,686.08) ................. $1,264,249.75 
EXPENSES 
Waves and. salaries toemployees.. 20. fi aos sci paces « $214,241.58 
Taxes of local, State and Federal governments......... 142,496.96 


Cost of fuel, water, materials, supplies and all other op- 
erating expenses, except taxes, wages and salaries, 
depreciation, and amortization of gas leasehold and 


BUmeRsalcs.COUEACUM Mu kie Kele ce on rea atts DIA LS.22 
MVE TTC CALICO I beats ttys tralsta et Mele aa slits a kw te hae ely oe 178,576.89 
Amortization of gas leasehold and power sales contract... 49,895.67 
POPOL a DOVE). 2 els ree aes eat aca 4 ted eta a al a 842,784.32 
Balance after deducting expenses (gross income) $ 421,465.43 
INTEREST AND DIVIDEND DEDUCTIONS 
Bond interest and other deductions .................. $310,047.22 
Preterrecs OtOCK A CIVIdendsi. wen asf ubvaias oe nails 106,500.00 416,547.22 
Balances consul pltisarcsc siacctie vtpneme taunt hele ius av Dn Gs Ted ORB D 


Total revenues for 1938 show a decrease of 5.77% under 1937. Electric revenues, rep- 
resenting 74.1% of total operating revenues, decreased 3.89%. Gas and water revenues 
decreased approximately 11%. The decrease in electric and water revenues was due to 
curtailed operations in certain industries served by the Company, principally in oil refinery 
and pipe line pumping operations. The decrease in gas revenue was due to a much milder 
winter than in 1937, although the decrease in industrial operations affected revenues 
somewhat. 


Taxes in 1938 were 3% more than in 1937 and were approximately 140% more than 
in 1930, which was the Company’s highest revenue year. In 1938 direct taxes amounted to 
66.5% of the wages and salaries paid employees. 


1 


Included in the item of cost of fuel, water and other operating expenses set out above 
for 1938, and which is $13,543.15 less than for 1937, is an increase in cost of water 
purchased in 1938 over 1937 amounting to $18,223.44. This additional water purchase 
was made necessary because of deficiency in the Company’s own supply of impounded 
water at Shell Creek Reservoir, resulting from rainfall deficiency in 1937 and in several 
preceding years. 


While maintenance expenditures in 1938 were $2,571.49 less than in 1937, Poe 
for depreciation in 1938 was $28,542.29 more than in 1937. 


Reduction in provision for amortization of the Gas Leasehold and Power Sales Contract 
in 1938, as compared with 1937, reflects a reduction in the ledger amounts of the Gas 
Leasehold and Power Sales Contract, recorded in January, 1938, at which time The Middle 
West Corporation, parent company, surrendered for cancellation, 5,250 shares of 6% Cumu- 
lative Preferred Stock. Upon cancellation of such stock, $525,000 was credited to Capital 
Surplus, which has been applied to the reduction in the amounts at which the Gas Leasehold 
and the Power Sales Contract were carried on the Company’s books. 


The following table shows how each $100 of income was used by the management in 
the conduct of the business: 


Waves/and salaries: to employees. ii ials) oy ucrets ne nau ates a nee $ 16.95 
‘axes of governmerital/agencies 2/05 2. iio)s wh eee ties sie 1ea ey fico ce ee a Li2g 
Cost ‘of water, fuel: materials: supplies, ete. (00a nvidia eee 20.37 
Depreciation “Provision ey. ew eabie coisa tarts te ele jew ti ety Ala dane ple ley nna Coe 14.13 
Amortization of Gas Leasehold and Power Sales Contract .............. 3.95 
Interest to bondholders (including other deductions) .................. 24.52 
Preferred, Stock: dividends)... pay Oe iia alte pie eae ote pe 8.42 
Balance to surplus posi ne gies dae lcci ea lle tanya aI TC 39 

$100.00 

FINANCIAL 


Net income available for dividends (after deducting operating expenses, including depre- 
ciation, interest on funded debt, general interest and amortization) amounted to $111,418.21, 
equivalent to $6.28 on each share of 6% Preferred Stock outstanding. This was a decrease 
of $28,723.40 under 1937. 


Dividends of $6.00 per share totaling $106,500 were accrued during 1938 on the 17,750 
shares of 6% Preferred Stock outstanding. 


During the year the Company purchased $61,000, principal amount, of its First Mort- 
gage 5% Bonds. The Company also retired $48,000 of the 5% monthly serial notes payable 
to the Sand Springs Home, and exercised its option of extending until August 1, 1939, 
$512,000 of these notes, which may be extended further, at the Company’s option, to August 
1, 1943. 


RATES 


On December 1, 1938, a reduction was made in the Sand Springs residential electric 
rate with an annual saving to customers of approximately $6,000. This reduction further 
standardized the Company’s rate structure. 


Newer BUSINESS ACTIVITY 


A balanced program of load building, in cooperation with appliance dealers, was carried 
on during the year. Results were not as good as in 1937, largely due to curtailment of 
the operations of certain industries in the territory, with resultant unemployment. Estimated 
annual revenue from new business obtained amounted to 6.1% of the Company’s total 
gross revenue for 1938. The average annual consumption of electricity per residential 
customer increased 27.8 kilowatt-hours over 1937, a gain of 5.8%. The average rate per 
kilowatt-hour per residential customer showed a decrease of nearly 3%. During the year 
the number of residential electric customers increased 154; gas residential customers increased 
87, and water residential customers increased 66. 


ADDITIONS AND IMPROVEMENTS 


The only major item of construction during the year was the installation of new oil 
circuit breakers at the Sand Springs power plant to replace breakers of lesser capacity. 
Work has been started on the installation of a new 66 kilovolt circuit breaker in the Sand 
Springs substation. 


FRANCHISES 


On November 22, 1938, the citizens of Sand Springs voted the Company new 25-year 
electric, gas and water franchises. 


MUN TLGIPAL OWNERSHUP ACTIVITY 


During the year construction work was started on the Pensacola Dam of the Grand 
River Hydro-Electric project, located approximately 85 miles northeast of Sand Springs. 
The work is progressing more slowly than had been anticipated. It is believed that it cannot 
be completed for two years or more and that it should not seriously affect the business of 


the Oklahoma Power and Water Co. 


eek RORY SERV ED 


The Oklahoma Power and Water Co. serves a total of 13,193 customers with one or 
more classes of electric, gas and water service in Osage, Tulsa, Creek, Pawnee and Wash- 
ington Counties. The Company serves 24 towns direct with electricity, six with gas and two 
with water. The major portion of the Company’s income, however, is derived from Sand 
Springs, Oklahoma, from a small area within the city limits of Tulsa, and from industries 
immediately outside of Sand Springs and Tulsa. Large industrial and manufacturing estab- 
lishments in this area include a cotton textile mill, a steel mill, a glass jar and lamp chimney 
manufacturing plant, tank manufacturing plants, oil pumping stations, refineries and busi- 
nesses allied to the oil industry. Many of these manufacturing plants have national distribu- 
tion of their finished products. Agriculture, except for stock grazing, is of small importance 
in the territory served by the Company. 


GENERAL 


The Officers and Directors have, during the year, continued their policy of improving 
customer and employee relations and of rendering the best service possible at least cost to 
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ARTHUR ANDERSEN &«& CO. 


135 SoutuH LA SALLE STREET 


CHICAGO 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have made an examination of the balance sheet of OKLAHOMA POWER AND 
WATER CO. (a Delaware corporation) as at December 31, 1938, and of the statement 
of income and surplus for the year ended that date. In connection therewith, we examined 
or tested accounting records of the company and other supporting evidence and obtained 
information and explanations from officers and employees of the company; we also made 
a general review of the accounting methods and of the operating and income accounts for 
the year, but we did not make a detailed audit of the transactions. We had previously 
made a similar examination for the year ended December 31, 1937. 


Subject to the adequacy of the reserve for depreciation, in our opinion, based upon 
such examination, the accompanying balance sheet and statement of income and surplus 
fairly present, in accordance with accepted principles of accounting consistently maintained 
by the company during the year under review, the financial position of the company at 
December 31, 1938 and the results of its operations for the year ended that date. 


ARTHUR ANDERSEN & Co. 
Chicago, Illinois, 


February 3, 1939. 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF INCOME ACCOUNTS 
FOR THE YEARS ENDED DECEMBER 31, 1938 AND 1937 
AND SUMMARY OF SURPLUS ACCOUNTS 


INCOME ACCOUNTS 


1938 
Operating Revenues: 
Electric ($265,890.00 in 1938 and $263,160.80 in 1937 from an 
ASSOCIATE )/ COMPAL ) iia!) sipols ue bt alalaleo uitsl hay alls lo fiter a lucia \wita slo gliseatalte $-935'533.22 
ras NURS ie eT CEU UTRU RUN BN ETE NAMES MIL ANCU MIS Mana NHR ERC TICES SSMU ona 203 851.33 
NAB TNE erase OR eNa hee el ate Senet tiaha/ Seca aUalcu Ua hea ure RaBr OnE Nkaie Crate sata ar as Sano vel atta 123 179.12 
2 PY MID AG RICKI DREN WAL NMA VSG ena Magn NN $1 262 563.67 
Operating Expenses and Taxes: 
Operation— 
Power, gas and water purchased 20.05) 02.5 ae ons sir! bale else ola $ 162 630.23 
DER ST eaves tay ord neice le cata talei/aU aay sievoll sialon elvelleiieitattelsoitell se ila) 238 859.81 
INAain beanies ere sy wie cae Wl a Gah aie oteyelrel seer mAuLG NG MAIN ela lae peokey ra tl 70 324.76 
DE Pre ciathOmn |i a ge a ibyaie era levels #1 ele evein |e suslahieln ai ecicl ier anil aie Rls 178 576.89 
‘Amortization of deaseholaise s)6 a) 08). sss ais Atlee eehe pics ecateielate arene ls 33 098.43 
Amortization of power-sales contract..........2ecevcevcescncs 16 797.24 
Maxesy other’ than |ANCOME Ss ois). s/ Med aie jeciaieimipvers tiele ecwteudeuelelelelers 124 427.96 
TCO Me LEAKS en are) RUN SURE CUE UNCUT aT LAH Ce tales ASL SNe 18 069.00 
1 1 OS EMC at A NEDA COD AUN as Uae YX $ 842 784.32 
Net /Opetating Income ii.) 21.) ioe cious ee dl aiblalerr@ligiete oie GleLala peaineals $ 419 779.35 
Othexrtincome yey ne slate ciate nue ecieloiaiaiersieeaten harder neler atalalelateetendete 1 686.08 
GROSS EA COENE fs oie asec oh, Be arene Mele eheiGgel EAB lots I ip BUtarianaeneterraenaneun iat $ 421 465.43 
Interest and Other Deductions: 
Interest ‘ont long-term: debe. josie: aiiiaisls sais © nie ciwietelaimnletamraletenalte $ 278 961.40 
Amortization of bond discount and expense...........-00-e00- 22 034.37 
General i tnterest: (mes) a\itarerd cure tale tere elavenoiocele tcrediia tol eiey pile alates 2 881.59 
Other incomerdeductions sc. wyys ce eit elo le ect ea rennin ale srtotina 6 169.86 
i Bo) 2) Rabe at OI ADWARE A aE NEN Tale ale PSEC MR al % 310047.22 
INGE Een CORG 15525 vas oe WN a ede at reiionis paTa Ua Nenana arte Mahe aa eay RN Ay ETS ae $ 111 418.21 


1937 


$ 973 380.64 
229 196.79 
138 856.99 


$1 341 434.42 


$ 176 305.00 
235 841.63 
72 896.25 
150 034.60 
59 191.85 
50 B5eino 
111 474.55 
27 040.09 


$ 885 142.49 


$ 456 291.93 


290.00 


$ 456 581.93 


$ 286 831.08 
22 373.38 
492.91 

6 742.95 


$ 316 440.32 
$ 140 141.61 


NOTE: In connection with the recapitalization as of January 3, 1938, the company by action of its 
board of directors reduced the recorded ledger amounts of gas leasehold and power-sales 
contracts to the amounts allowed for Federal income tax purposes, and consequently the 
charges for amortization in 1938 as compared with 1937 were correspondingly reduced. 


OKLAHOMA POWER AND WATER CO. 


SUMMARY OF EARNED SURPLUS ACCOUNT 


Pa ee PECEMDEE 3 1 L947 fal ere hare oes ahh aoe 6 ag ee ia. vin Cede Ria ee ihe tote el a te guata tia tare a} $144 422.53 
Deduct—Adjustments as of January 3, 1938, incident to recapitalization, as 
authorized by board of directors: 


Reduction of recorded ledger amounts of gas leasehold and power-sales 
contracts to amounts allowed for Federal income tax purposes— 


GasuleascHoldimeyc erate hatte ee eet ae Poise cite oaks g, eles iatrene tra bake $20 52270875 
IRowerssalestcontractimorecietachen setae cin era ci a kad ered etecers a eraiens 411 919.26 


$627 190.01 


Less—Deficit at January 3, 1938 transferred to capital surplus........ 482 767.48 144 422.53 
Pea SO LALUIAT YS 3 5) 1 O55. s/cicis fe oh tia te ne Gees oe a RDS see aioe Ss $ — 
Add: 
Prerauncome: jor. the year ended December 3,15)1938) 5.0... cles ates wiz ciaieln old'she ole aie 111 418.21 
PSCRCHACOUDECOR DONGS LCACTINILEG 1 a iieic eine a ols lens oie ig hentia sa atels co vuate Mii Way db) avcielatele a 8 372.41 


$119 790.62 
Deduct—Dividends on 6% cumulative preferred stock ......... 0... cece cece ee eees 106 500.00 


Balance December 31, 1938—since January 3, 1938, date of recapitalization......... $ 13 290.62 


SUMMARY OF CAPITAL SURPLUS ACCOUNT 


Credit—Arising from cancellation on January 3, 1938 of 5,250 shares of 6% cumulative 
preferred stock, surrendered by The Middle West Corporation, parent company.... $525 000.00 


Deduct—Charges authorized by board of directors: 


Deficit in earned surplus account as of January 3, 1938.............. $482 767.48 
Balance transferred to reserve for contingencies.............e2eeeeeee 42 232.52 525 000.00 
Balances) jecemiperss 1st l OSS tte cls e ses stair eral cee arias aielnincd s diate s $ — 


OKLAHOMA POWER 
BALANCE SHEET— 


ASSETS 
Utility Plant: 


Tangible property is stated at estimated original cost when first 
devoted to public service for properties acquired as entireties 
as determined jointly by the engineers of the Corporation Com- 
mission of Oklahoma and the company and approved by said 
commission, plus additions since at cost, less retirements. In- 
tangibles, as stated, represent the cost (as adjusted) in cash and 
securities, of utility plant in excess of the cost of tangible 
property determined as above— 


Tangible property— 


FS CELEC A ee aay Bian aOR eccatie ie ec Meta cone Da attettate Ao tceie tah eta Mt Tala $4 266 593.56 
(ESHA De une VER aha Ta OND HI AAD <BR ARIAT s AR ILA Pe desea aEG Aa ARS 1 212 398.76 
NV UA aot SO LEER ASH ARIAT USA aM a IG ar UR a AU RSUS ROR HAMA ATU Ha 1 548 329.60 
(Pe es cli RR yin ty id mre NENA INA te? Fy OA eg NR Sao M31 138 280.90 $7 165 602.82 
Rritameableg a) wis weavelaceloumiaihioyals apelatelateueneln slats (ol ste/ene alerayatce 1395 159.27 $8560 762.09 


Current Assets: 


Pay HL GV Ae aang a AW Ay Mee AD PAU AY A UE Ne Stihl ac $ 96 137.67 
U. S. Treasury bills (principal amount $250,000), at cost...........-.+-+4-- 250 000.00 
Special \GepOsits \ 6356 » aja'm > \ it) elem ipinieibin’sipiaih'eb le eletes Yee fale vhevennd Buble eta eee ghee 29-170.79 
Customers’ accounts, notes and warrants receivable.............- $71 355.06 
Miscellaneous accounts and notes receivable...............-.0-- 27 988.70 

$99 343.76 


Less—Reserve for uncollectible accounts and notes............ 5 661.16 93 682.60 


Materials and supplies priced at average cost—quantities and condition deter- 


mined ‘iby. the, COM DaMy. ota ivels wo ste sislie dS clei ie ula Or slenemmnabayignrel  etetnliet stat aie tr a he 78 291.05 
EC Havinente nec lecs NeUAe ne AN pelt HIRAM «dius aca here EU ae Sa heea tye al io 3775.20 551 057.27 
Bond Discount and Expense in process of amortization.......-....00+ esse eee 200 635.87 


$9 312 455.23 


ND WATER CO. 
ECEMBER 31, 1938 


LIABILITIES 
Capital Stock: 


Common stock—authorized and outstanding 60,000 shares without par value— 
BAER RSM hE es seis a ol 6 21s) ae a, os eee ot Weta oPRT Eo Oia Sse Side ered ab Fislahal yn Ararat 

Preferred stock, 6% cumulative, par value $100 per share—authorized and 
RMA PERE TOOL BATES a eicfcis esta cdle Soe Cana ene AT ois oh wd Seika oe beets 


Long-Term Debt (after deducting $533,000 principal amount of treasury bonds, 
including $228,000 reacquired bonds of which $23,000 was deposited with the 
trustee under the trust indenture): 

First mortgage five per cent twenty year gold bonds— 


PP eCOPEUMOMELE CDLUALY bs EOFS ah suai via Se lee ik elec <lain he Dials. Mtidiee bial a plane 
em emUrirenriary 1s) PDAS ine a's cil sis) ents awe Sele la ea ae aly aeaieeals 


Notes payable to Sand Springs Home, 5%— 


$220,000 due $4,000 per month from January 15, 1939 to July 15, 1943; 
$512,000 due August 1, 1939, with option of renewal to August 1, 1943.. 


Current Liabilities (exclusive of $48,000 long-term debt due in 1939): 


Serre AN ACG lays '< cfc y 4/889 t/a ae ays is Te) slw ain as dl'e'a, cides he '« sac wld Sipteig slew lee © 
MI MMRE TM REMMEICUOEICS Weare) cies 5 hois!s ia hel Cia te Shik Bi wloye RASTA ower cecal Saka phole a the whale 
SEE RIESE PORTS II ay ier e te atta ch x AG) dike te lienad SWAN avehicoe irae! xi Whe nie Ged oes 
PE CIMT C ET OSE REE aie). Gi tials rah tial as oid ale aie ois. ol Biehl ehie ayo mig Sue avelaim laine eh akbne aaints 


Customers’ Advances for Construction. ...........cccccccscccccccccccscccucs 


Reserves: 


De AE MME IRIS ta sents, rc whe atc ait een toe fats Seale tes gah aig ay Pardini re Behera shee rks wt 
REGGIO CLIGICSMM RI a isretnclabeselcisrs fomerencneicisie teach ekare) «ad oahos Riche Bane fabans fare clio toiets touey hele 
BaP CEME NE DTe TELE EOS SEOCK vier cr ye Sse ia nie, diaeei dale ien ches, bcs Gree Rw oy arate ua es ths 


@ontributionssi Ald, of) Construction ois dsseneiorerens oe ilel ol cost ohn leet oer heel Bis avy esiet 


$ 539 098.65 


1 775 000.00 


$4 406 000.00 
381 000.00 


732 000.00 


$ 27939.68 
86 441.97 
90 536.42 
104 777.59 


$1 040 859.04 
41 496.02 
26 625.00 


$2 314 098.65 


5 519 000.00 


309 695.66 


4 944.92 


1 108 980.06 
42 445.32 


13 290.62 


$9 312 455.23 


OKLAHOMA POWER AND WATER CO. 


COMPARATIVE STATISTICAL DATA 


1938 1937 1936 1935 
ELECTRIC Pi Ra ae 
Number of communities served—retail electricity. : 24 24 24 24 
Total population served with electricity—retail... 29,960 29,020 26,000 25,963 
Number of domestic electric customers.......... 5,267 113* 4,904 4,613 
Number of electric customers other than domestic 1,446 1,452 1,342 1,357 
Electric sales—KWH (000 omitted): 2.3... 0.0% 60,353 65,807 66,589 56,704 
Capacity of fuel burning stations—Kilowatts.... 22,250 22,250 22,250 22,250 
Number ‘of fuel! burning, stations. cic ss tse sselere oe 1 1 1 1 
Miles of electric lines 6,600 volts and over....... 222.3 D253 243.3 243.3 
*Rural Customers reclassified in 1937 
GAS 
Number of communities served—retail gas....... 6 6 6 6 
Total population served with gas—retail........ 19,500 18,980 17,250 16,920 
Population served with gas only (included in above 
OCA AUR AUN ie lat Huse Kee felrpleo ai le ena ons Rall nels, lieth wa Ohels None None None | None 
Number of domestic gas customers..........-.- 3,669 3,582 3,429 3,358 
Number of gas customers other than domestic... 543 541 521 517 
Gas. sales—-M:, Cubic: Feet’ (natural)... 6.00). 749,272 831,166 770,399 796,566 
RVALES NOM AST HNOIAG Os’. ble) sssteilohein ie O's wie)'e lake reralah anette 184.41 188.06 190.6 195.5 
WATER 
Number of communities served—retail water.... 2 2 2 2 
Total population served with water—retail...... 16,225 15,810 14,100 13,650 
Population served with water only (included in 
UES CVIS EGET Aine Sik a teMiclikes vol al ata vp fly soca cavotipane diss (ele None None None None 
Number of domestic customers.............--. 1,952 1,886 1,786 1,722 
Number of water customers other than domestic.. 316 315 295 292 
Wiatenysales——Mioallons raul wine ler manent ele 1,029,606 1,184,421 1,182,481 1,310,292 
Daily capacity of plants in gallons.............. 6,000,000 6,000,000 6,000,000 6,000,000 
Number iotiupumpine plants. ib eis ee lee se gi a 5 1 1 1 1 
Males, Of Water! MaiOs y sci cis care My oa ey Mei ya aes 54.32 53.13 52.45 Danae: 
GENERAL 
Total number of communities served retail....... 24 24 24 24 
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This report is prepared primarily for the information of security 
holders of the Company and is not transmitted in connection with 
the sale of any security or offer to sell or offer to buy any security. 


OKLAHOMA POWER AND WATER CO. 


April 5, 1940. 
To the Security Holders: 


The Board of Directors submits this annual report and review of the Company’s busi- 
ness for the fiscal year ending December 31, 1939. The accompanying balance sheet and 
statements of income and surplus have been certified by Arthur Andersen & Co., Accountants 
and Auditors. 


OPERATIONS 


The income account of the Company for the year 1939 presented on page six of this 
report may be stated as follows: 


INCOME 
From customers for electric, gas and water services fur- 
nished them ($1,279,367.91), together with miscel- 


LANE CRIS ICONS (HS ASL44) ats tens ee or eeacalriat ovate: Sal oaters $1,279,761.35 
EXPENSES 
Nyiaeestanic calatiess CO vem plOVCes. te a ey ely ascites fie $212:322.35 
Taxes of local, State and Federal governments (includ- 
ing $23,900 charges in lieu of income taxes) ...... 141,227.32 


Cost of fuel, water, materials, supplies and all other oper- 
ating expenses except depreciation and amortization of 


gas leasehold and power sales contract.............. 260,820.24 
Me CCLALION No piniaua sie 2) aah suave level aibeia otis! wats Cava’ occa lela) elo 178,522.82 
Amortization of gas leasehold and power sales contract.. 49,895.67 

i otalvoraDOvestie nd. vee eteiae ia sie sere artnet: Rake 842,788.40 

Balance after deducting expenses.............. $ 436,972.95 

INTEREST AND DIVIDEND DEDUCTIONS 

Bond interest; ana other charges iis iGe pole. we ao ae lee ase $299,642.19 
Dividends on $1,775,000 par value Preferred Stock..... 106,500.00 


Dividends on $539,098.65 stated value of Common Stock 24,000.00 430,142.19 
Balariceitossurpluse: tyr ue e cee a Alt can ae tae $ 6,830.76 


Total revenues for 1939 increased $16,804 or 1.3% over 1938. Electric revenues de- 
creased $2,265 or .2%. Although residential kilowatt-hour sales increased 7%, residential 
revenues increased only 2.1% primarily because of the rate reduction in Sand Springs in 
December, 1938. The increase in residential and commercial electric revenues of $5,862 
nearly offset reduced income from industrial and miscellaneous classifications. Gas revenues 
increased $11,258 or 5.5% and unit sales increased 8.1% principally because of the colder 
weather in the first quarter of 1939 and increased industrial business. Increased water rev- 
enues of $7,811 or 6.3% resulted largely from greater industrial sales. 


Operating expenses (excluding depreciation, amortization of gas leasehold and power 
sales contract and taxes) increased $1,328 over 1938. Included in these expenses are an 
increase in the cost of water purchased of $1,418 and a decrease in maintenance of $1,876 as 
compared with the preceding year. 


Provision for taxes in 1939 amounted to $141,227.32 which includes $23,900 of charges 
in lieu of income taxes. Due to the retirement of $1,830,000 in principal amount of out- 
standing First Mortgage Bonds in 1939, it is not expected that the Company will have an 
income tax liability for the year 1939; consequently, an amount equal to the provision made 
during the year for Federal and State income taxes ($23,900) was credited to unamortized 
debt discount and expense as a partial offset to the items included therein applicable to the 
bonds which were refunded. Although gross revenues of the peak year of 1930 exceeded 
those of 1939 by 16%, the provision for taxes in 1939 was almost two and one-half times 
that of 1930 and was equivalent to about two-thirds of all salaries and wages paid employees 
in 1939, 


Discovery and development of the new Illinois oil fields resulted in the loss by the Com- 
pany near the close of 1938 of a substantial amount of oil pipe line pumping business and in 
reduced oil operations in certain areas served by the Company. Unrestricted Illinois pro- 
duction was cited as the primary factor which led the Oklahoma Corporation Commission, in 
concerted action with regulatory bodies of other States, to order a shut-down in oil produc- 
tion in Oklahoma for the last half of August, 1939. Since the declaration of war in Europe 
in September, there has been a slight improvement in the level of oil operations in the territory 
served. 


Because of a deficiency in Company’s own impounded water supply resulting from sub- 
normal rainfall in 1939 and several preceding years, purchase of water during the last quarter 
of the year was necessary and has continued into 1940. This drought combined with a pro- 
longed period of hot weather in the latter half of 1939 caused crop failures and the disposal 
of livestock by farmers. Complete or partial failure of water supplies which have been 
dependable in the past has occurred in some areas and a serious deficiency in sub-soil moisture 
exists. 


FINANCIAL 


Net income available for dividends in 1939 was $137,330.76, an increase of $25,912.55 
or 23.3% over 1938. 


Dividends aggregating $6.00 per share were paid during 1939 on the Preferred Stock. 
A dividend of 40 cents per share was paid on the Common Stock in December, 1939. 


During the year, Company purchased on the open market $26,000 in principal amount 
of its First Mortgage Five Per Cent Bonds and paid $48,000 in principal amount of 5% 
serial notes which matured. It also exercised its option and extended the maturity of 
$512,000 in principal amount of 59% serial notes to August 1, 1940 and has the option to 
extend from year to year the maturity of these notes to August 1, 1943. 


In July, Company issued and sold to banks at par $2,000,000 in principal amount of 
334% five year serial notes collateralized by $500,000 in principal amount of First Mortgage 
Five Per Cent Bonds, Series A and B, previously held in Company’s Treasury, and 
$2,000,000 in principal amount of First Mortgage Five Per Cent Bonds, Series C, which 
were issued in lieu of the redemption of $2,000,000 in principal amount of First Mortgage 
Five Per Cent Bonds, Series A and B, on August 1, 1939. The proceeds from the sale 
of these serial notes, together with the Treasury cash necessary to complete the transaction, 
were used to redeem the $2,000,000 in principal amount of First Mortgage Five Per Cent 
Bonds, Series A and B, on August 1. 


As a result of the debt reduction and refunding set forth above, an annual saving in 
interest charges has been effected. 


RA DES 


On April 1, 1939, Company placed in effect a promotional type of electric rural rate 
which lowered the minimum bill and resulted in a substantial reduction in unit cost. Indus- 
trial gas rates were also reduced during the year. 


NEW BUSINESS 


In: cooperation with dealers in the territory served, Company continued its promotional 
activities directed towards increasing the use of the Company’s services by all customer 
classifications, with emphasis placed on building up the low-use residential and commercial 
customers. 

Average annual kilowatt-hours per residential customer increased 3.5% during 1939 
while the average revenue per kilowatt-hour for residential service decreased 4.6%. Promo- 
tional rates now in effect automatically decrease the average cost per kilowatt-hour with 
increased use of service. 


Almost 40% of Company’s gross revenues are derived from industrial customers and 
its sales engineers work constantly with them to attain the most efficient and widest possible 
use of Company’s services. 


During the year, the number of customers increased 364 of which 192 were electric, 89 
were gas and 83 were water. 


moe LON'S (AND IMPRONVEMEN'T'S 


Gross additions to plant and equipment accounts during 1939 aggregated $99,149 and 
consisted chiefly of improvements and small extensions of electric, gas and water transmission 
and distribution systems. Included are the construction of an additional bay to the 66 Kv 
substation at Sand Springs and the installation of an underground white way street lighting 
system in the business section of Sand Springs. 


Gross retirements of property during the year aggregated $69,945. 


Save NEMO EN TAL SA Cob LV PTLES 


Construction of the Pensacola Dam of the Grand River Hydro-Electric project located 
about 85 miles northeast of Sand Springs continued during the year and, it is stated, will 
be completed early enough in 1940 to store the spring rains. No definite program has appar- 
ently been determined upon as to how the electric energy to be generated will be distributed 
although the Grand River Dam Authority has been negotiating with several municipalities 
owning their own electric systems and is discussing the matter with other private utilities oper- 
ating in northeastern Oklahoma. To what extent this project will affect this Company is not 
predictable at this time. 


With respect to the disposal of Grand River hydro-electric power, it is pertinent to 
note that the city of Miami, Oklahoma, located approximately thirty-five miles from the 
Pensacola Dam, recently contracted to purchase a 2500 kilowatt oil engine for its power 
plant to provide the additional generating capacity required. 


NaN PeAj ie COUNTER A CT 


A ten year contract effective September 1, 1939 and covering electric service for water 
pumping purposes was entered into with the city of Barnsdall. 


Roe bit Crib REE LOAD LOIN 


In October, Company began delivery of electric energy under a two year contract to 
the Verdigris Valley Electric Cooperative, Inc., which was organized for the purpose of 
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securing a loan from the Rural Electrification Administration to provide service to persons 
in rural areas unable to secure Central Station service. This rural electrification project is 
the only one operating in areas adjacent to that served by the Company and had approx- 
imately 211 miles of lines and 422 customers at the close of the year. Although some addi- 
tional rural electrification projects have been proposed for areas adjacent to that in which 
the Company operates, none has reached an organized status. 


ACG iD BUN TP ROE VoERIN ELON 


The accident prevention program which has been carried on for years was continued 
throughout 1939. During the year, Company had only one lost-time employee accident. 


For the twelve months ending June 30, 1939, Company had no lost-time employee acci- 
dents and won the first place award in the National Safety Accident Prevention Contest for 
combination electric and gas companies employing up to 460 persons. 


SE ROR TE OoRiYn he bi WV) ED 


At December 31, 1939, Company was operating in an area of approximately 1,525 
square miles in northeastern Oklahoma and was serving a total of 13,557 customers. Electric 
service was being rendered in 24 communities, gas service in 6 and water in 2. From Sand 
Springs and a small area on the west side of Tulsa, and from industries located in areas 
adjacent to these cities, the Company derives a major portion of its revenues. Among these 
industries are oil refineries and manufacturing enterprises related to the oil industry, glass 
factories, a corrugated box manufacturer, the only steel mill in Oklahoma, a zinc refinery, 
and a cotton mill which has recently announced an expansion program which, it is reported, 
will add 50% to its present capacity and make it the largest cotton mill west of the Mississippi 
River. 


The territory served depends principally on oil with its related enterprises and on these 
various industries. Agricultural pursuits are of minor importance in the economy of the 
area served. 


Da REGO RS UNGN Da Oo BE Gee RIS 


In July, 1939, Mr. R. W. McClure resigned to become President of The Kansas Elec- 
tric Power Company and Mr. J. C. Happenny was elected to succeed him as President and 
Director. 


GENERAL 


In May, the Oklahoma legislature passed a resolution authorizing the Public Service 
Company of Oklahoma to acquire all the capital stock, properties, business, assets and good 
will of this Company, as and when ordered and approved by the Securities and Exchange 
Commission of the United States. The matter has not yet been presented to the Securities 
and Exchange Commission for its consideration. 


The Company appreciates that its welfare is dependent upon the well-being and pros- 
perity of the communities and industries served, and is constantly striving to aid in the 
building of sounder and more stable communities and to conduct its business in such a 
manner as to merit the good will and confidence of those it is privileged to serve. 


On behalf of the Board of Directors, it is a pleasure to compliment the employees on 
their loyalty, cooperation and accomplishments during the year. 


By order of the Board of Directors, 
J. C. Haprpenny, President. 


ARTHUR ANDERSEN &«& CO. 


135 SoutH LA SALLE STREET 


CHICAGO 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have examined the balance sheet of OKLAHOMA POWER AND WATER CO. 
(a Delaware corporation) as of December 31, 1939, and the statements of income and 
surplus for the year ended that date. In connection therewith, we have examined or tested 
accounting records of the Company and other supporting evidence and have reviewed the 
system of internal control and the accounting procedures of the Company by methods and 
to the extent we deemed appropriate, but we did not make a detailed audit of the transactions. 
We had previously made a similar examination for the year ended December 31, 1938. 


Subject to the adequacy of the reserve for depreciation, in our opinion the accompanying 
balance sheet and related statements of income and surplus fairly present the financial posi- 
tion of the Company at December 31, 1939, and the results of its operations for the year 
ended that date, in conformity with generally accepted accounting principles maintained 
by the Company on a basis consistent with that of the preceding year. 


ARTHUR ANDERSEN & Co. 
Chicago, Illinois, 
February 8, 1940. 
(Released March 6, 1940) 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1939 AND 1938 


1939 1938 
Operating Revenues: 
Electric ($261,610.00 in 1939 and $265,890.00 in 1938 from an 
ABSOCIACEGS COMPANY il sisie tis suniace arebbee sie levol are na aie ea aalaely Wharehg $ 933 268.21, $935 533.22 
Case pshAeny niente ala spied sop atte y ado a\ ciadedatraveaveveraMaistonenersiedstta\eltshaita ral inerere tena ers 215 109.48 203 851.33 
NVREET Ie clade eve tehateledorel aia lel rere nchale les alaloveretelsllattevel ate eteilelivelal ite tatarcr awatenves 130'990:22 123 179.12 
CT abaE A ae SSN Cee Nera eed a eave ICUS AAS ORIEN ES Gy RONDA $1 279 367.91 $1262 563.67 
Operating Expenses and Taxes: 
Operation— 
Power, gas and water purchased for resale.............-.00- $ 85590.52 $ 80 495.63 
CEST esc seea ede ova ristioneaatalle Fettetolens jateluileheUacasiavenana lave teraIoneltoiiene teased 319 103212 320 994.41 
Maintenance ll sis tietetecshale shatedersiiel snlalerareveleiatatatetanelfocedelananeteuetera) alee 68 448.95 70 324.76 
DS PLC CEAtiOM ys ey-veyevareiaiteso ool silete; Wp lal elepmisialinnei) plara sim ciel el ovatar a iaes 178 522.82 178 576.89 
Amortization vol gas deasenald! ier slab slelalsisie i praevaite. weet tendiie aide 33 098.43 33 098.43 
Amortization of power-sales contract .........ccceseeceeeces 16 797.24 16 797.24 
Maxess Other, thas si COME iss sic tele's sai « avee rs lel slelialas bilpiiela latlelatels. Ste L735 2732 124 427.96 
TNCOMENEAKES Were ela ie settee ler ope CO RUT UN taint canel atti iemy wats yer WLU Aspe a — , 18 069.00 
Charges in, liew of income’ taxes ;(see note)! 2.) 8) isc ea wee 23 900.00 oa 
TT tabii ovat cpaitvalel auc wivsue rete tsie toca ewe te ts love felte leze le avcleecetelte vecaher eters metararts $ 842788.40 $ 842 784.32 
Net; Operating income ji Wis on wisit sone onl matetele ais ps ShelaieselanenvatatanGs $ 436579.51 $ 419 779.35 
COS RHI COMIE! (ere iN Whe elie ara ll Vel aie lueilclalieteneper ete yerlet atiet eially gl eeaga lan UAT eaaL 393.44 1 686.08 
Cranes EMCO lls eietaie) vlecetelara\e)aie/ol oi aid aia la’ ella) Uiviiel ea ely jaa) pata teuol arbnuhacel evens $ 436972.95 $ 421 465.43 
Interest and Other Deductions: 
Interest. cn) longterm Gepby ess seis lee wallets viata a teueiolal@elape ar alyaitely $ 263019.99 $ 278 961.40 
Amortization of bond discount and expense ..........e02000e 28 346.78 22 034.37 
General interest: | (het) elie a ss win hud a ecssalisturelelodlolenneerutanele e maraa ste 2 584.51 2 881.59 
Other income) deductions bys ssc tsa etal 's cae eigleuaba tet ienuy ohaney ah aie 5 690.91 6 169.86 
A Pe HNO ER RSE IS Ca AE MORN NOOR NIP QA $ 299 642.19 $ 310047.22 
INGE TR COME Mir ahs cles ane reie a eter oie veluie cbr eo be \ale tmystep ot alae nals Neiaie ieee ele aes $ 137 330.76 $ 111 418.21 


NOTE: These charges represent an amount equivalent to income taxes which would have been 
payable on current earnings if the Company had not had the benefit for income tax pur- 
poses of deductions for discount, premium, and expense incident to the refinancing of 
long-term debt. Such amounts have been credited to unamortized debt discount and ex- 
pense as a partial offset to the items included therein applicable to the bonds which were 
refunded. 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF EARNED SURPLUS 


Balance December 31, 1938 (since January 3, 1938, date of recapi- 
PARR PONE NEMA) Dal cna tei tietarar tein cts giv eatacetg Ts aisle sl bln be 4 308 pl ars 9 faneve' at oe 


Add: 
Net income for the year ended December 31, 1939 .............. $ 137 330.76 
Mer cacOunt Of DONS (reaCqutred cele aidsiow asada Dags edie seats 749.21 
Deduct: 
Dividends on 6% cumulative preferred stock .................- $ 106 500.00 
Bene VOM COMMON StOCK Joa 5. tise lowe wie eles We sw claw ashe 6 ale siete 24 000.00 
palaces December 13 1.1930) ir aicis aicceacl crelecors ie atg lesid Sisale level alece ihe, ¢ 


% 13 290.62 


138 079.97 


$ 151 370.59 


130 500.00 


$ 20870.59 


ASSETS 


Utility Plant: 

Tangible property is stated substantially at original 
cost when first devoted to public service. The 
original cost of property owned at December 31, 
1936 was determined jointly by engineers of the 
Corporation Commission of Oklahoma and of 
the Company and approved by said Commission. 
Gas leasehold, power-sales contract and other in- 
tangibles represent the cost in cash and securities, 
less adjustments and amortization, of utility plant 
in excess of original cost of tangible property— 


Tangible property— 


| ketene: (MEANT RM eA aa AHN Hn les ei Oichel eH CaE $4 306 982.24 
Gag iON ITS sete RUA ME ate nbatiaita tata telat tel sta tails 1 197 842.19 
WV AGEL Hveniiheterine ne Sahetave tourer tual lel ated Meets tal tone stalls 1551 329.01 
Generals oie isa sun sres @ Chole ae mole aeeiael annus 139 004.10 
Gas leasehold in process of amortization ...... $ 206 865.24 
Power-sales contract in process of amortization 160 974.06 
Moher antangables ievsinyy isis scala shale el Mala nei tera ng 977 072.92 


$7 195 157.54 


1344:912.22 


Current Assets: 


(AU HEY RED UR RAAT ARAN al CEU ALA RA a 
U. S. Treasury bills (principal amount $350,000), 

BEM COS UIs eo cleltelisteteleieuelsteleielies sce eile eleleiersis ra lols eis/ eve, 
Special deposits... 506s cee ec ence ee eecieceace 
Customers’ service accounts, notes and warrants re- 

COIL eH eae eee eee oie sla olde obtvar aatateeectadiatlcl s outa petcanarta $ 
Other accounts and notes receivable ............ 

$ 
Less—Reserve for uncollectible accounts and notes.. 
Materials and supplies, priced at average cost ...... 
PLEA YMeNES 6 /s\sie'p lalelo.o! 5! sculls el Vesta ail malice fag o's isla 


Bond Discount and Expense in Process of Amortiza- 
tion (including $101,634.60 premium, discount and 
expense on refunded bonds, in process of amortiza- 
tion over the shorter life of the refunding notes) .. 


68 954.50 
415562173, 


100 517.23 


5 927.08 


Died ake Ova 


350 000.00 
1 464.25 


94 590.15 


93 153.40 
3 808.54 


OKLAHOMA POWEI 


BALANCE SHEET— 


$8 540 069.76 


615 742.61 


203 273.77 


$9 359 086.14 


.ND WATER CO. 
YECEMBER 31, 1939 


LIABILITIES 


Capital Stock: 
Common stock—authorized and outstanding, 60,000 shares without 


Burret = SCALEC GVA LG ted! eae set ay els afa y! SUS Wowie sc hace old a ale Sohal $ 539 098.65 
Preferred stock, 6% cumulative, par value $100 per share—author- 
ized, issued and outstanding, 17,750 shares...........2cescecs 1775 000.00 $2314 098.65 


Long-Term Debt (after deducting $2,559,000 principal amount of 
Series A, B and C treasury bonds, of which $2,500,000 was pledged 
as collateral to the notes payable to banks and $23,000 was deposited 
with the trustee under the first mortgage indenture): 
First mortgage five per cent twenty year gold bonds, Series A, 
MOPAPEOIURIYAL ol SAG reretmnia lta Worn e atetiy ec belatn Mishele: pal adie $2 761 000.00 
Collateral notes payable to banks, 334%, due $150,000 annually 
from July 27, 1941 to July 27, 1943 and $1,550,000 on July 
PrepLS AAMC ERE HOLE hits scaler Wiel dea ee hts 0d & aloe oe eels 2 000 000.00 
Notes payable to Sand Springs Home, 5%, $172,000 due $4,000 
per month from January 15, 1940 to July 15, 1943; $512,000 
due August 1, 1940, with option of renewal to August 1, 1943 684 000.00 5445 000.00 


Long-Term Debt Called for Redemption: 


Principal amount, premium and interest .............cceeeeceee $ 173 990.00 
Less—Cash on deposit for payment thereof .............000. 173 990.00 — 

Current Liabilities (exclusive of $48,000 long-term debt due in 1940): 

PMP DAVEDLE tas Ieee deiond ease adie M raiviald har aecid dee hkei s $ 52 401.98 

Pividends payable on preferred stock 6.060 c cs uiv'edcsecdebece 26 625.00 

Me CPOE DOGS, Boia, t's a otha! «ah baie aa a ots Nee 78 652.93 

REMC OMCGLOENI ST, Hitec Fens sf thin cs Bale tore, Welch W choreee hb thule 71 193.35 

Peete eC RARLET CRU Main hy Walaa ais aia tiniehile.ava vic'k Miswice Deute  he eee hie 89 499.29 318 372.55 
Customers’ Advances for Construction ............00ccccuccucees 4 506.43 
Reserves: 

CURL GRCTITS TTS vage SrA Rae Ak WA OU ats ADP En 2 ene an $1 170 367.37 

UMS CHICIER OM elgh aise ie tn iaehe Se ctv ais sical al AMR ee 41 496.02 1211 863.39 
Contributions in Aid of Construction ............. ccc cceeceeeee 44 374.53 
Earned Surplus—since January 3, 1938, date of recapitalization ...... 20 870.59 


$9 359 086.14 


NOTE: The agreement with the banks provides that during each year beginning with August 1, 
1940, the Company will not declare or pay any dividend on its common stock other than 
stock dividends without simultaneously applying an equal amount in cash to the reduction 
of the final installment of the collateral notes payable to banks, 
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OKLAHOMA POWER AND WATER CO. 


CoMPARATIVE STATISTICAL DATA 


1939 1938 1937 1936 
ELECTRIC 

Number of communities served—retail electricity. 24 24 24 24 
Total population served with electricity—tretail... 31,855 29,960 29,020 26,000 
Number of domestic electric customers ......... 5,428 5,267 5,113* 4,904 
Number of electric customers other than domestic 1,477 1,446 1,452 1,342 
Electric sales—KWH (000 omitted) ........... 60,736 60,353 65,807 66,589 
Capacity of fuel burning stations—Kilowatts .... 22,250 22,250 22,250 22,250 
Number of fuel burning stations .............. 1 1 1 1 


Pole miles of electric transmission lines 6,600 volts 
A GOVET crac eeiratie aka unete abanlel cue cae tetra alee tare natal t 225.8 BIING 222.3% 243.3 


*Reclassified in 1937. 


GAS 
Number of communities served—retail gas ...... 6 6 6 6 
Total population served with gas—retail ....... 20,870 19,500 18,980 17,250 
Population served with gas only (included in above 
CAL) A Mea arate cayale Sh oMMtba aitalaUaPaaiacorte Rod retbisterel genau None None None None 
Number of domestic gas customers ............ 3,754 3,669 3,582 3,429 
Number of gas customers other than domestic ... 547 543 541 521 
Gas sales—M. Cubic Feet (Natural) ........... 810,208 749,272 831,166 770,399 
Miles) Of eas MAIS sh s\enlalaw adaiarar asi arse leicielspelcee s 178.84 184.41 188.06 190.6 
WATER 
Number of communities served—retail water .... 2 2 2 2 
Total population served with water—retail ...... 17,510 16,225 15,810 14,100 
Population served with water only (included in 
AD OVEN MtObAL Mir suNevetehareversieieie ells ale rerenu ane emeteye lone None None None None 
Number of domestic water customers.......... 2,027 1,952 1,886 1,786 
Number of water customers other than domestic. . 324 316 315 295 
Water sales eallons jai aie saints ee wie 1,101,614 1,029,606 1,184,421 1,182,481 
Daily capacity of plants—gallons .............. 6,000,000 6,000,000 6,000,000 6,000,000 
Numbet.of{ pumping plants) o6 sit bie wee 1 1 1 1 
Miles Of water mains viens si tiere ence mcm eleee sole 54.53 54.32 53.15 52.45 
GENERAL 
Total number of communities served retail ...... 24 24 24 24 
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This report is prepared primarily for the information of security 
holders of the Company and is not transmitted in connection with 
the sale of any security or offer to sell or offer to buy any security. 


OKLAHOMA POWER AND WATER CO. 


April 7, 1941. 


To the Security Holders: 


The Board of Directors submits this annual report and review of the Company’s 
business for the fiscal year ending December 31, 1940. The accompanying balance sheet 
and statements of income and surplus have been certified by Arthur Andersen & Co., 
Accountants and Auditors. 


Garnet LONS 
The statement of income of the Company for the year 1940 presented on page six of 
this report may be stated as follows: 


INCOME 


From customers for electric, gas and water services fur- 
nished them ($1,348,891.46), together with miscel- 


PATIEOUSTINCOMED (D1) 7O: 90) oe weg etal ne a at nkiee viet $1 349 068.42 
EXPENSES 
Muedgesvand salaries to: employees i. \ ssw sew «is vie a sie k's $214 022.47 
Taxes of local, State and Federal governments (including 
$5,800.00 charges in lieu of income taxes).......... 164 828.36 


Cost of power, gas and water purchased for resale, and 
of fuel, materials, supplies and all other operating ex- 
penses except depreciation and amortization of gas 


leasehold and power sales contract................. 308 996.56 
Me DEECIALONES that ctaidialy iets ts hateig Matin sss eee ew bod 8 180 439.56 
Amortization of gas leasehold and power sales contract. 49 895.67 
SL OtalPOLADOVG Gru s ae bochie gtemek msde glass 918 182.62 
Balance after deducting expenses ............ $ 430 885.80 
INTEREST AND DIVIDEND DEDUCTIONS 
Bondsinterest anias other, carves ne; veces eevee tian: $283 055.71 
PtRreticd eoCOcks CIVIGENUSs «Me ce Silt. bas tee e's ene ea 106 500.00 389 555.71 
Balancente! SUCPIUS) danse staal icky EF eo aL wre $ 41 330.09 


In the territory served, a generally higher level of operations by industries, and good 
crops and livestock which brought fair prices, were reflected in business which improved as 
the year progressed. 


Total operating revenues increased $69,524 or 5.4% over 1939, to $1,348,891. Electric 
revenues of $973,899 were the highest in the history of the Company, exceeding those of 
1937 by a very slight margin, and were $40,631 or 4.4% over the preceding year. All 
customer classifications contributed to this increase. Residential electric revenues which 
were $11,521 or 6.4% higher, and industrial revenues which were $10,911 or 3.7% greater, 
accounted for the major part of the increase. 


Gas revenues, which increased $32,650 or 15.2% over 1939, reflected the extremely 
cold weather of the first quarter and the comparatively colder fall and early winter. Resi- 
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dential gas revenues increased $20,415 or 19.5%, income from: commercial customers in- 
creased $4,645 or 14.3%, and industrial revenues were $7,469 or 11% greater. 


A decrease of $3,758 or 2.9% in total water revenues was due principally to a small 
decline in sales to industrial customers. 


Operating expenses (excluding depreciation, amortization of gas leasehold and power 
sales contract and taxes) increased $49,876 over the preceding year. Of this increase of 
$49,876, higher purchased gas costs accounted for $17,566, and greater purchased water 
costs accounted for $22,932. 


A deficiency in Company’s impounded water supply which caused it to purchase its 
entire water requirements during the last quarter of 1939 continued into 1940. Although 
rainfall during the first half of 1940 was the second highest of record for that period since 
‘Shell Creek Reservoir was constructed in 1922, the impound was below average and it was 
necessary for Company to purchase its entire water requirements until the first part of July 
at which time it reverted to its Shell Creek supply. The impound during the last half of 
the year was far above average and the level of Shell Creek at the beginning of 1941 was 
the highest for that time of the year since 1934. 


Provision for taxes in 1940 (including. $5,800 charges in lieu of income taxes), 
amounted to $164,828, an increase of $23,601 or 17% over 1939. This tax provision was 
equivalent to about $110 per month per employee and was 112% more than the total 
amount earned for all stocks of the Company. 


FINANCIAL 


Gross income available for fixed charges was $430,886, a decrease of $6,087 under 1939. 
Net income available for dividends was $147,830, or $10,499 more than in 1939, reflecting 
the decrease in fixed charges of $16,586 as compared to 1939. 


Dividends at the rate of $6.00 per share were paid during the year on the Preferred 
Stock. No dividend on the Common Stock was paid in 1940. 


In June, 1940, Company prepaid $100,000 in principal amount of 5% serial notes due 
August 1, 1941 (but extendible by Company option from year to year to August 1, 1943), 
and also prepaid $100,000 in principal amount of 334% five year serial notes due July 27, 
1944. The prepayment of the 334% five year serial notes resulted in a charge against 
earned surplus of $5,311 representing premium of 14% thereon and unamortized debt 
discount and expense applicable thereto. 


During the year, Company paid $48,000 in principal amount of 5% serial notes 
which matured, and exercised its option and extended the maturity of the remaining $412,000 
in principal amount of 5% notes to August 1, 1941. Company has the option to extend 
from year to year, and by the terms of the agreement securing the 334% five year serial 
notes, is obligated to exercise this option and extend the maturity of these $412,000 of 5% 
notes to August 1, 1943. 


The decrease in fixed charges of $16,586 as compared to 1939, reflected the debt 
reduction and refinancing effected in 1939 and set forth in the annual report for that year, 
and the debt payments in 1940 detailed above. 


ELE GIR C RATES 


On September 1, 1940, residential and commercial rates in Tulsa were reduced and 
on December 1, 1940, commercial rates in Sand Springs were reduced. 
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NEW BUSINESS 


Company continued to cooperate with appliance dealers in promotional activities to 
increase the use of Company’s services by all customer classifications, particularly the low 
use residential and commercial customers. 


Commander Mills, Inc., located near Sand Springs and the largest textile mill west 
of the Mississippi, built an addition to its plant during the year which increased its pro- 
ductive capacity about 50%. This plant now covers thirteen and one-half acres and 
employs approximately 1,400 people. Most of the new equipment was in operation by 
the end of 1940, and a new electric contract covering the requirements of this mill for a 
period of ten years was secured. 


During the year, the number of customers served increased 464 of which 276 were 
electric, 89 were gas and 99 were water. 


ADDITIONS AND IMPROVEMENTS 


In 1940, gross additions to plant and equipment accounts totalled $119,058. These 
expenditures consisted of construction of seventeen miles of rural electric distribution lines, 
construction of additional electric and gas facilities to serve the enlarged plant of Commander 
Mills, Inc., and of improvements and other extensions of electric, gas and water facilities. 


Gross retirements of property aggregated $98,924 in 1940. 


MOVERNMENTAL ACTIVITIES 


The Pensacola Dam hydro electric project of the Grand River Dam Authority, located 
about eighty-five miles northeast of Sand Springs, is practically completed. The Authority 
has contracted with one private utility in eastern Oklahoma for approximately one-fourth 
of the project’s output. It is reported to have contracted to sell wholesale to two munici- 
palities of less than 2,000 population in northeastern Oklahoma, both of which have owned 
and operated an electric plant and distribution system for some years, and to two Rural 
Electrification Projects, one of which this Company is now selling wholesale under a contract 
which expires late in 1941. It is understood that the Authority is negotiating with other 
private utilities operating in northeastern Oklahoma and has solicited a number of other 
municipalities in the same area. 


In August, the City Commissioners of Sand Springs filed an application to purchase 
electricity wholesale from Grand River Dam Authority but so far as can be learned no action 
has been taken on this application by the Authority. The Sand Springs electric distribution 
and street lighting systems are owned by the Company and its electric franchise in Sand 
Springs expires in 1963. 


PeveOuy FE IP ROG: RAMS 


An insured Retirement Annuity Plan, underwritten by The Equitable Life Assurance 
Society of the United States, was adopted by the Company and became effective January 1, 
1941. Employee participation in the plan is entirely voluntary and the cost of the plan is 
paid by the joint contribution of participating employees and Company. 


The contributory group life insurance plan of the Company which has been in operation 
for many years, remains in effect. 


As in the past, organized accident prevention work was actively carried on throughout 
the year. 


TE RORM TE ORGY eo VED 


The Company serves an area of approximately 1,600 square miles in northeastern 
Oklahoma and at the end of 1940 had a total of 14,021 customers. Electric service is 
rendered in twenty-four communities, gas service in six and water in two. 


The greater part of the Company’s revenues are derived from Sand Springs and the 
Tulsa West Side, and from the diversified industries in and adjacent to these cities. Among 
these industries are the largest textile mill west of the Mississippi, the only steel mill in 
Oklahoma, glass factories, a zinc refinery, a corrugated box manufacturer, packing houses 

and oil refineries. 


Outside this industrial section, the remaining territory served depends chiefly upon oil 
and gas fields, farming and livestock. 


LNT E.G ReAW LO w 


This Company is a subsidiary of The Middle West Corporation, a holding company 
registered under the Public Utility Holding Company Act of 1935. Hearings with respect 
to compliance by The Middle West Corporation and its subsidiaries with the so-called “‘inte- 
gration” requirements of the Act have been under way for a number of months before a trial 
examiner of the Securities and Exchange Commission. Officers of the Company have pre- 
sented testimony at these hearings with respect to the history, the growth and the properties 
of the Company. What the outcome of the proceedings may be as affecting the Company 
are not predictable at this time. 


ADPPREGLATION 


The management recognizes that the welfare of its employees and that of the Company 
are inseparably linked with the prosperity and well-being of the industries and communities 
served, and endeavors always to conduct the Company’s affairs in such a manner as to 
further these purposes and to merit the confidence and goodwill of its customers. 


Directors and Officers acknowledge with sincere appreciation the efficiency and accom- 
plishments of the operating staff and employees during the past year and commend them 
for their loyalty and cooperation. 


By order of the Board of Directors, 


J. C. Happenny, President. 


ARTHUR ANDERSEN & CO. 


135 SourH LA SALLE STREET 


CHICAGO 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have examined the balance sheet of OKLAHOMA POWER AND WATER CO. 
(a Delaware corporation) as of December 31, 1940, and the statements of income and 
surplus for the year ended that date. In connection therewith, we have examined or tested 
accounting records of the Company and other supporting evidence and have reviewed the 
system of internal control and the accounting procedures of the Company, by methods and 
to the extent we deemed appropriate, but we did not make a detailed audit of the transactions. 
We had previously made a similar examination for the year ended December 31, 1939. 


Subject to the adequacy of the reserve for depreciation, in our opinion, the accompany- 
ing balance sheet and related statements of income and surplus fairly present the financial 
position of the Company at December 31, 1940, and the results of its operations for the year 
ended that date, in conformity with generally accepted accounting principles maintained by 
the Company on a basis consistent with that of the preceding year. 


ARTHUR ANDERSEN & Co. 


Chicago, Illinois, 
February 12, 1941. 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1940 AND 1939 


1940 
Operating Revenues: 
Electric ($265,580.00 in 1940 and $261,610.00 in 1939 from an 
associated COMPANY il ciseiy aussie lececahe Arey te ae tea Nol eae enna otalatene ane $ 973 899.03 
AARON Geil clues eked Bow! dlink areal AT tel etal be tstah G RONDA) MUR CE MINUS SL a Re a 247 759.92 
WV AEE aie al eek eile alin ers sia taielie tadevetiet aiatray af otal ation ata altanale Batenen Alla ts Veta ate tetins 12723258 
Gk ER oA NCUA CR EMT Sea aNy a: $1 348 891.46 
Operating Expenses and Taxes: 
Operation— 
Power, gas and water purchased for resale ................ $ 120 302.52 
CES RU Dake eile alar'ek aera ne Slate iste Nel ta iehaaneneraltensianm ten cna ca aiet eats be Rene nae 334 354.31 
Maintenance iee2e veins mia aie 'e ol coe Rie) sl cab ad Bae ie (easter hae aC Bea RSS ema G 68 362.20 
Deprectationy cs cmc ke wie lon ia ete. siatalevellaiolerava gusta sie hoedetys aos ater aa ate 180 439.56 
Amortization/otgas leasehold iii) Uaaaiaee emis ie egilec oe ena 33 098.43 
‘Amottization..of power-sales: contract). vicina bs aisle wie win oo eal als 16 797.24 
Taxes, other than income and excess profits ...........eeeeeee 121 086.67 
TACOME| CAK|R IE Se ie Uh aroha lal iW ioler asp lorie Siocaales wee lela tela aialel ate ie Baty 37 941.69 
Charges in lieu of— 
Income’ taxes, \(see NObE) [2's 5/5 eialbi sis tins wleiere time ealn hae eelateretats 5 800.00 
Excess) prones tax hs a/5h. ital oisceloyn sien ieteiieralolel siatteae ete tepaca tare eine -- 
ee) Me RAN MUNMETMT EBR UO Lani eat ut $ 918 182.62 
Net: Operating ‘Emcome) ici eit \a\la't.ste's ute oie miss tateura nie @) oie elie aaa attatels $ 430 708.84 
CEher TACOME (ols ie aie ie alvrats Minty ara ols toh Wenig Te Te: rete eet ae nea 176.96 
Grass Teacomme. ei seis css eye ieslellgise.'e: bap. pois a: 01d Seat ia ah by pos letan are a fuaentssat gine $ 430 885.80 
Interest and Other Deductions: 
Intereston’ long-term Geb iu.) 21, syle /aidi aca col) gitbo melee ces none steak $ 241 261.10 
Amortization of debt discount and expense ........eee0eeeeee 35: 127.27 
General tinterest (neti eh witosteva tern fo We tera alisha cede ie rete tate tiene 3 163.10 
Other: tcome: Peductions o/c wieg wor o's tonnes mie leya westel east sol ela etade 3 504.24 
DVostal is claudia zit cash), eat eMara egn eek ALN $ 283 055.71 
INet) Income yen ese ceraie win lave WehOt ate io: = Oye vale eeely fy Shae eee ONCE Lire hg $ 147 830.09 


1939 


$ 933 268.21 
215 109.48 
130 990.22 


$1 279 367.91 


$ 85 590.52 
319 103.12 
68 448.95 
178 522.82 

33 098.43 

16 797.24 

LL7 327232 


23 900.00 


$ 842 788.40 


$ 436 579.51 


393.44 


$ 436 972.95 


3 263 019.99 
28 346.78 

2 584.51 

5 690.91 


$ 299 642.19 


$ 137 330.76 


NOTE: These charges represent the amounts by which the provisions for income taxes would of 


necessity have been increased in order to provide for the income taxes 


which would 


have been payable on current earnings if the Company had not had the benefit for tax 
purposes of deductions for discount, premium, and expense resulting from the refinancing 
of long-term debt. Such amounts have been credited to unamortized debt discount and 
expense as a partial offset to the items included therein applicable to the bonds which 


were refunded. 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1940 


Balance December 31, 1939 (since January 3, 1938, date of quasi-reor- 
TIE TNR ne ESE AS el oe Des I OE: RAD ae ER ee EP RRL AER $ 20870.59 


Add—Net income for the year ended December 31, 1940........... 147 830.09 


$ 168 700.68 


Deduct: 
* Dividends on 6% cumulative preferred stock .............0.000. $ 106 500.00 

Debt discount and call premium on collateral bank notes prepaid... 5 311.25 111 811.25 
Dm ecemper) 31, 19401), Aas oe sis 80 8 yrs o's 0.6 siete bisle cele gee « $ 56 889.43 


ASSETS 


Utility Plant: 

Tangible property is stated at original cost. The 
original cost of property owned at December 31, 
1936 was determined jointly by engineers of the 
Corporation Commission of Oklahoma and of the 
Company and approved by said Commission. 

Gas leasehold, power-sales contract and other in- 
tangibles represent the cost in cash and securities, 
reduced by adjustments and amortization, of 
utility plant in excess of original cost of tangible 


property. 
Tangible property— 
BTeCELICH Pcie ekeicccl abate Siete aie eka igtehe ele wanes aes $4 337 039.16 
(EER Hn sel uned) eran ea aa A DO or ei MA NMbas of Matias 1 183 786.92 
IW Ate Ri ty tune nro eo iets a veld teal avclenatan te mtn tere 1 557 677.44 
Clemeral ir ais Groves puesatebicne ante mieten eee 136 850.50 
Gas leasehold in process of amortization ..... $ 173 766.81 
Power-sales contract in process of amortization. 144 176.82 
Othercvintangibles suey sho 5 ce ee eee wee 977 010.40 
Current Assets: 
CASI SKE Laat Re esate epiera va Pant GA) ala se te a ae Ioiee 
U. S. Treasury bills (principal amount $340,000), 
SE VEORG ee nk ote tec a ghcUele iel Cust hy olla aida ula Baty 
SPECIAL GEPOSIES css hs arate nee prelae ie oe tee ous ace le tone oe 
Customers’ service accounts, notes and warrants re- 
COIVADIE Mune chara Ra Renmei ene see val ira ncten ten ana $ 80 215.23 
Other accounts and notes receivable ............. 30 739.21 


$ 110 954.44 
Less—Reserve for uncollectible accounts and notes. 6 108.78 


Materials and supplies, priced at average cost .... 
PY ePAyIMENtSy is. < icra esis eo alc Geile visa Na ibeee a nan 


Debt Discount and Expense in Process of Amortization 
(including $68,833.59 premium, discount and ex- 
pense on refunded bonds, in process of amortiza- 
tion over the shorter life of the refunding notes).. 


$7 215 354.02 


1 294 954.03 


$ 49 564.12 


340 000.00 
L254 79 


104 845.66 


78 220.80 
4 240.29 


OKLAHOMA POWE! 


BALANCE SHEET— 


$8 510 308.05 


578 125.62 


157 285.25 
$9 245 718.92 


AND WATER CO. 
DECEMBER 31, 1940 


LIABILITIES 


Capital Stock: 
Common stock—authorized and outstanding, 60,000 shares without 


PRUE ValOrEcated GVALUE ch alvlc oi ctaey eae oslo s rece cn eee! 
Preferred stock, 6% cumulative, par value $100 per share—au- 
thorized, issued and outstanding, 17,750 shares ..........020- 


Long-Term Debt (after deducting $2,559,000 principal amount of 
Series A, B and C treasury bonds, of which $2,500,000 was pledged 
as collateral to the notes payable to banks and $23,000 was de- 
posited with the trustee under the first mortgage indenture): 

First mortgage five per cent twenty year gold bonds, Series A, 
Gormvetriary 11948 sheets coe od uke pk Ld pete Be 
Collateral notes payable to banks, 334%, due $150,000 annually 
from July 27, 1941 to July 27, 1943 and $1,450,000 on July 
DAMME TAME SECALOLS Ferric tt ciclicg sal fe, UA ee hes Fy 
Notes payable to Sand Springs Home, 5%, $124,000 due $4,00 
per month from January 15, 1941 to July 15, 1943; $412,000 
due August 1, 1941, with option to extend to August 1, 1943.. 


Current Liabilities (exclusive of $198,000 long-term debt due in 1941): 


Berea vale vatveetciserea Ni vec fee easel.» «dia tea oe: ae 
MireRISCUMRERSE Mt. MS, (oS esl dhe aaa eB Ag ie lao, 


Reserves: 


DPE C COCAINE A GN wes ibern Sie MA Tee a dnc ered Vlaktahe sie iCaD oO ae ctl 
REI GRIOR Heal VON DW ae Are Soh i & os «Wl hole cookin Mote eh tree see: 


Earned Surplus—since January 3, 1938, date of quasi-reorganization. . 


$ 539 098.65 


1 775 000.00 


$2 761 000.00 
1 900 000.00 


536 000.00 


$ 41062.33 
109 149.81 
87 732.41 
82 046.88 


$1 264 820.10 
41 496.02 


$2 314 098.65 


5 197 000.00 


319 991.43 


5 332.25 


1 306 316.12 
46 091.04 


56 889.43 


$9 245 718.92 


NOTE: The agreement with the banks provides that during each year beginning with August 1, 1940, 
the Company will not declare or pay any dividend on its common stock other than stock 
dividends without simultaneously applying an equal amount in cash to the reduction of the 


final installment of the collateral notes payable to banks. 


OKLAHOMA POWER AND WATER CO. 


CoMPARATIVE STATISTICAL DATA 


1940 1939 1938 1937 
ELECTRIC AOR kaa ea ann 
Number of communities served—retail electricity. 24 24 24 24 
Total population served with electricity—retail. .. 32,100 31,855 29,960 29,020 
Number of domestic electric customers ......... 5,620 5,428 5,267 5,113 
Number of electric customers other than domestic. 1,561 1,477 1,446 1,452 
Electric sales—KWH (000 omitted)............ 63,575 60,736 60,353 65,807 
Capacity of fuel burning stations—Kilowatts..... 22,250 22,250 22,250 22.250 
Number of fuel burning stations .............. 1 1 i aaa | 
Pole miles of electric transmission lines 6,600 volts 
ANE VOVELG sacs lanahakecaleleneis eae sta ate oie alee aiaee teeta 224.7 225.8 22S PONS) 
GAS 
Number of communities served—retail gas ...... 6 6 6 6 
Total population served with gas—retail ........ 21,000 20,870 19,500 18,980 
Population served with gas only (included in 
ADOVE FEOtAL) ial crciotaaiere eee es Abe nieiy wearer ORES ae None None None None 
Number of domestic gas customers ........... 3,832 3,754 3,669 3,582 
Number of gas customers other than domestic ... 558 547 543 541 
Gas sales—M. Cubic Feet (Natural) .......... 920,999 810,208 749,272 831,166 
Miles cof Sas smaine ok hy bie nieu ac ieee eels ss Ae lele Gs 178.19 178.84 184.41 188.06 
WATER 
Number of communities served—retail water.... 2 2 od 2 
Total population served with water—retail ...... 17,550 17,510 16,225 15,810 
Population served with water only (included in 
GDOME LOCAL) Tacs Siete fale crak cote m iar ara alae a acne None None None None 
Number of domestic water customers .........- 2.12) DOO 1,952 1,886 
Number of water customers other than domestic. 338 324 316 315 
Water sales—-M gallons) i miiie cis enitinisis ee 6 ss ta 1,065,062 1,101,614 1,029,606 1,184,421 
Daily capacity of plants—gallons .............. 8,000,000 8,000,000 8,000,000 8,000,000 
Number: of pumping (plants) 3470 sic 250. oil, ees a 1 1 1 1 
Miles ot iwater \matns Tsi3s0 slot Sign tae eittae iato elec 55.19 54.53 54.32 53.13 
GENERAL 
Total number of communities served retail ..... 24 24 24 24 
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OKLAHOMA POWER AND WATER CO. 


April 23, 1942. 


To the Security Holders: 


The Board of Directors submits this annual report and review of the Company’s 


business for the fiscal year ending December 31, 1941. The accompanying balance sheet and 


statements of income and surplus have been certified by Arthur Andersen & Co., Accountants 
and Auditors. 


WepRATIONS 


this report may be stated as follows: 


INCOME 


From customers for electric, gas and water services fur- 
nished them ($1,444,908.76), together with miscel- 
eeOswUINCOMe! LC SLOT SO) LON men ake vcs ec Ay ata gy » oes 


EXPENSES 


Business records lib. 1979 /-/9494 Contdh 


a conditions in the Sand Springs and Tulsa West Side area. 


Bvadeevand salaries tO employes. wa, .2k/c. soa. oe ba cies aes $222 963.95 
Taxes of local, State and Federal governments........... 197 285.83 
Cost of power, gas and water purchased for resale, and 
of fuel, materials, supplies and all other operating ex- 
penses except depreciation and amortization of gas lease- 


MOK Pari pawerwsdles .Contract.|o ic 2 Vai ky ee ces 340 495.75 
PETC CIATIC Meat er Se ate ao hes phe e co cake a ala ys 221 536.00 
Amortization. of gas leasehold and power sales contract.... 49 895.67 

PLOtateOr ma bOVem or say wet teeth Sona eee te 
Balance after deducting expenses.............. 
INTEREST AND DIVIDEND DEDUCTIONS 
Poudninterest and? other, chatges! 5.0) 8 si.i..0nchr a otles $273 967.97 
Pee Vet Cod stack AGiVidenas oaHane cle. s ly acid deuey ease ovares 106 500.00 
OM Otie SOC RAC AVIGCNOS oo ist is e's Lised we sets ee, ata 25 000.00 


The statement of income of the Company for the year 1941 presented on page seven of 


$1 445 106.35 


1 032 177.20 


$ 412 929.15 


405: 467.97 


$ 7 461.18 


The year 1941 was marked by the increased operations of most industries served, many 
6 of which attained near-capacity levels during the year, and the resultant improved business 


That part of the territory de- 


Q pendent upon agricultural pursuits enjoyed a satisfactory year although the extremely heavy 
‘ rains and the floods of the early fall resulted in a considerable loss of unpicked cotton, feed 


~_— 
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and livestock. Business in those areas dependent upon oil and related activities remained 
slow. 


Operating revenues totalled $1,444,909, an increase of $96,017 or 7% over 1940. Of 
this increase, electric contributed $71,750 (7% over 1940), gas $4,611 (2% over 1940) and 
water $19,656 (15% over 1940). , Increased sales to industrial customers accounted for 
nearly all of the increased operating revenues of each utility. 


Electric sales of 70,241,000 kilowatt-hours and electric operating revenues of $1,045,649 
were the highest in the history of the Company and resulted in an average income per 
kilowatt-hour of less than 1/2 cents. Gas and water sales and revenues were the largest 
in recent years. 


Total operating expenses (excluding depreciation, taxes and amortization of gas lease- 
hold and power sales contract) increased $40,441 over the preceding year. The major factors 
in this increase were, (a) higher purchased gas costs of $46,883 resulting largely from 

considerably greater purchases from higher-cost sources of supply, (b) the cost of insured . 
- Retirement Annuity Plan effective January 1, 1941 amounting to $24,830, and (c) increased 
maintenance of $9,112. Partially offsetting these increases was a decrease in purchased water 
costs of $42,872. ‘Total rainfall in 1941 was 40% above normal and the highest since Shell 
Creek Reservoir was constructed in 1922. Water went over the spillway for the second 
time in history in October and the lake was practically full at the close of the year. Asa 
consequence, it was not necessary to purchase water at any time during the year to supply 
customers attached to the Shell Creek system. 


Provision for taxes for 1941 was $197,286, an increase of $32,457 or 20% over 1940. 
This increase was due to the materially higher Federal income tax provision resulting from 
the Revenue Act of 1941. The 1941 tax provision was equivalent to about $130 per month 
per employee and exceeded the total amount earned for all stocks of the Company by 42%. 
The foregoing tax provision for 1941 does not include numerous taxes included in the cost 
of materials and supplies purchased. 


As a result of the completion of a depreciation study which had been under way for many 
months, the depreciation provision for the year 1941 was increased approximately $41,000 
over that for 1940 to a total of $221,536. 


PUNAIN GA AL 


During the year, the Company decreased its funded debt by $223,000 and during the 
last 9 years has reduced its funded debt by $1,495,000 or 23%. The $150,000 in principal 
amount of 334% serial notes which matured in July were paid. In December, Company 
prepaid $25,000 of these serial notes due July 27, 1944, as required by the Loan Agreement 
securing them which provides that Company shall make a payment on the last maturing 
notes equal to the amount of any cash dividend on the Common Stock. During the 
year, the Company paid $48,000 of 5% serial notes which matured, and exercised its option 
and extended the maturity of $412,000 of these 5% serial notes to August 1, 1942. By the 
terms of the agreement securing the 334% serial notes, Company is obligated to exercise its 
option to extend, from year to year to August 1, 1943, the maturity of these $412,000 of 
5% notes, 


Gross income available for fixed charges was $412,929, a decrease of $17,957 under 
1940. The payments of funded debt set forth above and in the 1940 annual report resulted 
in a reduction of fixed charges under 1940 of $9,088. Net income available for dividends 
was $138,961, or $8,869 less than 1940. 


Dividends totalling $6.00 per share were paid in 1941 on the 6% Preferred Stock and 
in December a dividend of $25,000 was paid on the Common Stock. 
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Beech LC OR ATES 


During the year, residential rates were reduced in 12 of the larger towns served, and 
commercial rates were reduced in 14 of the larger communities and in rural areas. Sixty 
per cent of the residential customers and 40% of the commercial customers of the Company 
are located in the communities and areas affected by these rate reductions. 


NEW BUSINESS 


In cooperation with appliance dealers, Company continued its efforts to increase the 
use of its services among all customers, but particularly the low-use residential and commercial 
customers. For 1941, the Company obtained a greater increase in the annual consumption 
of electricity per residential customer than in any recent year, but residential use is still 
substantially under the national average. 


Engineers of the Company were able to render material aid to certain industries expand- 
ing their production or adapting their plants to changed operations. In a number of cases, 
greater and more efficient use of Company’s services resulted. 


During 1941, the number of customers served increased 624 of which 322 were electric, 
182 were gas and 120 were water. 


ADDITIONS AND IMPROVEMENTS 


Gross additions to plant and equipment accounts during 1941 totalled $94,388. The 
only sizable project was the rebuilding of 13/2 miles of 33 Kv electric transmission line, the 
balance consisting of improvements and minor extensions of electric, gas and water facilities. 


Plant and equipment retired during the year totalled $59,819. 


Cove RNMENTAL PROJECTS 


The Pensacola Dam, originally a state project financed by loans and grants from the 
Federal government and mentioned in recent annual reports, began delivering electricity 
in some volume in March, 1941. Although this project was initially advanced as a multiple- 
purpose project—to aid navigation, to prevent damaging floods and to generate electricity— 
it is interesting to note that areas below the dam experienced the highest river level in history 
last fall and suffered severe damage. On November 21, 1941, the Federal government took 
over this project from the Grand River Dam Authority (the governing state body) under the 
provisions of the Federal Water Power Act of January 10, 1920, for the announced purpose 
of devoting the project’s power to national defense. Notice has been given to an electric utility 
company purchasing approximately 25% of the project’s output that its contract and delivery 
of power thereunder will be terminated in June, 1942, in accordance with the terms of that 
contract. It is understood that power from the project is now being sold at wholesale to one 
small unincorporated community adjacent to the dam, three municipalities (Chelsea— 
population 1,642, Claremore—population 4,134 and Collinsville—population 1,927) all 
of which own internal combustion engine plants, and to two rural electric cooperatives, one 
of which was served by this Company until September, 1941. 


Construction of Fort Gibson Dam, on the Grand River near Muskogee and about 50 
miles south of the Pensacola Dam, has been announced by the United States Army Engineers. 
Congress has appropriated funds for the current fiscal year and preliminary work has been 
under way. This dam, also reportedly a multiple-purpose dam, will have installed capacity 
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of 45,000 kilowatts and estimated prime power of approximately 9,000 kilowatts. Completion 
has been scheduled for 1944. 


Although construction of Markham’s Ferry Dam, another multiple-purpose project to 
be located on the Grand River near Locust Grove and about 20 miles south of Pensacola Dam, 
had also been indicated and funds for preliminary work made available prior to Pearl Harbor, 
it is now understood that construction of this dam has been postponed. 


KAMO, a Super-REA formed last spring by 15 REAs with the announced primary 
purpose of transmitting electricity in the four states of Kansas, Arkansas, Missouri and Okla- 
homa to member REAs and to defense industries, began clearing right-of-way last fall for a 
transmission line of approximately 115 miles, a small part of which will traverse the area 
served by this Company. Loads in the area to be penetrated by this line are now, and in the 
future can be, adequately served by existing government power projects and electric utility 
companies. Although barely started at the time of the attack on Pearl Harbor, December 
7, 1941, and involving a profligate waste of critical material and manpower, construction 
of this line was pushed during the early part of this year. It was partially completed, no 
conductor having been strung, when construction was stopped about March 1. The question — 
of whether it will be completed at this time rests with the War Production Board. 


EMPLOY BE OPROGR AMS 


Effective January 1, 1941, Company adopted an insured Retirement Annuity Plan 
underwritten by The Equitable Life Assurance Society of the United States. Employee par- 
ticipation in this plan is entirely voluntary and the cost is paid by the joint contribution of 
participating employees and Company. The benefits under this plan together with the 
present amounts of social security payments should give reasonable comfort and’ security to 
participating employees when their active working days are over. With one exception, all 
eligible employees are participating. 


Organized accident prevention work was actively carried on throughout the year, and 
the contributory group life insurance plan which has been in operation for many years was 
continued in effect. 


INTEGRATION PROCEEDINGS 


Hearings in connection with proceedings instituted by the Securities and Exchange Com- 
mission on March 1, 1940, against The Middle West Corporation and its subsidiaries to 
enforce Section 11(b) (1), commonly known as “the death sentence section”, of the Public 
Utility Holding Company Act of 1935, continued in 1941. 


In support of its answer to the order of the Commission, the Company introduced com- 
prehensive testimony to the effect that it has secured substantial economies by reason of the 
ownership of its stock by The Middle West Corporation, and that it could not operate its 
business as an independent system without the loss of those economies. The testimony 
included exhibits which showed the savings accruing to the Company as a result of the services 
furnished at cost by the various subsidiary service companies of The Middle West Corpora- 
tion. 


The proceedings are still pending and undisposed of, but the management believes that 
all the pertinent facts show that the policies of the holding company system of which this 
Company is a part are of substantial benefit to the Company, its customers and holders of its 
securities. 


The Company is unable to predict the final outcome of this proceeding or the effect of 
such outcome on the Company’s security holders. 
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Men wh POR Ye s'ER ViE D 


At the close of the year, Company was serving an area of approximately 1600 square 
miles and a total of 14,645 customers. Electric service was being rendered in 23 communities, 
gas service in 6 and water in 2. 


From Sand Springs and the Tulsa West Side, and from diversified industries located in or 
adjacent to these cities, Company derives the major part of its revenues. Among these in- 
dustries are the largest textile mill west of the Mississippi River, the only steel mill in Okla- 
homa, glass factories, a zinc refinery, a corrugated box manufacturer, packing houses, oil 
refineries and manufacturers of oil field equipment and instruments. 


The area served depends chiefly upon oil with its related enterprises and the various 
industries listed above. Agricultural pursuits are of minor importance in the economy of 
the area served. 


GENERAL 


The year 1941 was marked by an increasing conversion to a war economy which 
accelerated in December upon the declaration of war against the Axis. These conditions 
imposed increasingly greater burdens and problems as the year progressed but the operating 
staff and employees met them with splendid efficiency and zeal and Directors and Officers 
highly commend them for their accomplishments. 


By order of the Board of Directors, 


J. C. HAPPENNY, President. 


ARTHUR ANDERSEN & CO. 


120 SoutH LA SALLE STREET 
CHICAGO 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have examined the balance sheet of OKLAHOMA POWER AND WATER CO. 
(a Delaware corporation) as of December 31, 1941, and the statements of income and surplus 
for the fiscal year then ended, have reviewed the system of internal control and the account- 
ing procedures of the Company and, without making a detailed audit of the transactions, 
have examined or tested accounting records of the Company and other supporting evidence, 
by methods and to the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards applicable in the circumstances and 
included all procedures which we considered necessary. We had previously made a similar 
examination for the year ended December 31, 1940. 


Subject to the adequacy of the reserve for depreciation, in our opinion, the accompany- 
ing balance sheet and related statements of income and surplus present fairly the position 
of Oklahoma Power and Water Co. at December 31, 1941, and the results of its operations 
for the fiscal year, in conformity with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


ARTHUR ANDERSEN & Co. 


Chicago, Illinois, 
February 2, 1942. 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1941 AND 1940 


Operating Revenues: 1941 1940 
Electric ($263,910.00 and $265,580.00 from an associated company 
PUBEABGECIIVGr VEALS)) pus Wie SL Wiah ow d's tin beds Fae. 0 ali pate wmreceield «os $1 045 649.16 $ 973 899.03 
SM ie the! hat Mate tp aie graie wll bie anes s nina Aap ake 252 S1k.07 247 759.92 
WAC mE TST Ry cae Ketacyielislian et ML Lots Mah att atalic, os lel al aie tall 's: arta hieray alle ettely. Bibs: asm Je 146 888.53 VARS QS 
BE tal Rav ereretn ieee la tere vatel sis ce ereee te la cang ele eeaet aie are alate ate ciate $1 444 908.76 $1 348 891.46 
Operating Expenses and Taxes: 
Operation— 
Power, gas and water purchased for resale...............- $ 95109.10 $ 120 302.52 
ee re Richt ce taal e Wheilac os Suvi oe woaial alps iaiate pide Were rs EAS wie ary 390 876.29 334 354.31 
RIVER ARCO sg pt ea eds hose ys ccalcas sae ae e Nae SL WSs ee 77 474.31 68 362.20 
PP reCIarIOs \CINOEGL, )oiwess a's teow aad! e'dia thd ante blovd eae ww, ay w Be 221 536.00 180 439.56 
eRe OF Pas LEASCH GIG 4 owed bial dp ese eims ee Blais ed wm aie’ Se 33 098.43 33 098.43 
PMINOLeTAIOM OL: pOwer-bales ‘CONtCACty) 6.) 4 seis edaie@ Cathie se nea 16 797.24 16 797.24 
mares, other than incomé and. excess profits 5 i605 cine Sep hens 6 123 725.83 121 086.67 
ETE OCA ROR Ie cata U hae LPL ia't) sects esse ho aanl ve Wie win tie wel eh Ride we 73 560.00 37 941.69 
MMRPRRE TOILE’ COTES, cb vnc ie ciolaleiare wooo eta O ole via ce tis tobe WE so eid aan a _— 
Ssndevesuino ten of income itaxes (Note 2) cies. ait awk ce ee a dat = 5 800.00 
SL otale tae ae ee Ped rs ieee dh Raa cies eco t $1032 177.20 $ 918 182.62 
SUMO ENC EMELITSSRLLICOIDE F015 Sito) fas ake ai Sas ahs Inve; sone eo: hina dea owls ein ahatd $ 412 731.56 $ 430 708.84 
PESTO RE eS oes, oc) xg ol ave nice eiaiwcn, «a ois ww ho alsa, Rie win ele ka 9 197.59 176.96 
Ce LO re ET SSYEN ak Ge GRIST BNI Re Sracaine F ur|A8 g UN nee e Ra $ 412929.15 $ 430 885.80 
Interest and Other Deductions: 
Gorerestcon) jong-tetm debei eta. «is datum sivie's dui bd else dere ole os $ 232 398.94 $ 241 261.10 
Amortization of debt discount and expense.............0--005 34 393,12 hh) be el! 
Remeta Interest 1 DEL) wats mites e ace peceremictetate mime che Si iets &. 60/8 68! eve 'g 3 488.17 3 163.10 
BrclevEtmen mel GECUCHONS class wed vistela haCcby'e siete sane aivie das eee 3 687.74 3 504.24 
PT SEES AM PON Ps Joe SO Rn Ne $ 273967.97 $ 283055.71 
UMMMREPUEVITMRM Ce ns Fie A uss cytes <iavie’ nls, «°Sja°t Wie 6. duia ly < aoeerae gs acgee a's we $ 138961.18 $ 147 830.09 
NOTES: 


(1) The increase in depreciation provision for 1941 arises from adjustment of the depreciation pro- 
gram on certain gas and water facilities, as a result of a further study made in that year. 

(2) These charges represent amounts equivalent to additional income taxes which would have been 
payable on current earnings if the Company had not had the benefit for tax purposes of 
deductions for discount, call premium, and expense resulting from the refinancing of long- 
term debt in 1939. Such amounts have been credited to unamortized debt discount and ex- 


pense. 
STATEMENT OF EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1941 
Balance December 31, 1940 (since January 3, 1938)..............0058: $ 56 889.43 
Add—Net income for the year ended December 31, 1941............ 138 961.18 
$195 850.61 
Deduct: 
Dividends on— 
Sramcumulstive preletred.6t0Cks wasp ivi sic gn kk ats ua wck cay didee oe $106 500.00 
TT OMMES TOG Ie feat a atelele ce Ne hpteae citron oc Sti a Sree Serenade be © ebehehelioieie 25 000.00 
$131 500.00 
Debt discount and expense on collateral bank notes prepaid.......... 784.51 132 284.51 


Balance December 31, 1941 (see balance sheet description of surplus 


aril OEP E CHL CIALATICEY BULOCE) ait ita.« e'este id A theists aseid ate tale.e wale» eal als u.prare $ 63 566.10 


ASSETS 
Utility Plant: 


Tangible property is stated at original cost. The original cost 
of property owned at December 31, 1936 was determined 
jointly by engineers of the Corporation Commission of Okla- 
homa and of the Company and approved by said Commission. 

Gas leasehold, power-sales contract and other intangibles repre- 
sent the cost in cash and securities, reduced by adjustments and 
amortization, of utility plant in excess of original cost of 
tangible property. 

Tangible property— 
BES Cente resin e sila Sart Niaisael 9 abe Rial eee NEE aG my COANE Mave) oer 


Ce er er 2 i 2] 


Gas leasehold in process of amortization................ 
Power-sales contract in process of amortization............ 
Other intangibles 


OLS: a) /eie- eee! 0) ey al ep ehere4e- 809, etrat miele) s Jat} &)\6), ks ese!) e108! ei. W: 


Current Assets: 
Gaishy sages shakers thas diad wiene ateioie Chee isla cathe Fe Vel nalone a eneaet ata i ar es a alana A 
Temporary cash investments, at cost— 
U. S. Treasury bills (principal amount $325,000).......... 
U. S. Treasury tax savings notes (principal amount $50,000) 


Special deposits 
Customers’ service accounts and warrants receivable.......... 
Other accounts and notes receivable 


Ce 


Ce 


Less—Reserve for uncollectible accounts and notes ............ 


Materials and supplies, priced at average cost ...........0e00- 
PREPAY MIOHES Baie SUR eNePe I ah aU Can BIC iam i cai oelOn Uk Meanie a Br 
Debt Discount and Expense in Process of Amortization (including 
$46,653.12 call premium, discount and expense on refunded 
bonds, in process of amortization over the shorter life of the 
refunding notes) 


On, 00s) ale yb: eo Lerietie te elesel\(elie:leis Je /s\ ee 6 ow ® (eye) e) site. '6) 6 10 10] -p), 0) e) 2) 


$4 364 989.18 


1177 447.54 
1 564 585.26 
145 550.29 


140 668.38 
127 379.58 
974 361.28 


325 000.00 
50 000.00 


84 239.32 
S027 Le 


114 966.43 


8 151.01 


OKLAHOMA POWER 


$7: 252/571 2eae 


$ 


1 242 409.24 


28 330.24 


375 000.00 


1315.00 


106 815.42 


99 918.11 
7 518.72 


BALANCE SHEET— 


$8 494 981.51 


618 898.24 


122 107.62 


$9 235 987.37 


AND WATER CO. 
DECEMBER 31, 1941 


LIABILITIES 


Capital Stock: 
Common stock—authorized, issued and outstanding 60,000 shares without par 


CUleie cok iy VERT 8 UD ea ea 0 ee $ 539 098.65 
Preferred stock, 6% cumulative, par value $100 per share—authorized, issued and 
Seem ert LO Charles ee Pa. oe ning ee keh Ie yee elas. 1775 000.00 $2314 098.65 


Long-Term Debt (after deducting $2,559,000 principal amount of Series A, B 
and C treasury bonds, of which $2,500,000 was pledged as collateral to the notes 
payable to banks and $23,000 was deposited with the trustee under the first 
mortgage indenture): 
First mortgage five per cent twenty year gold bonds, Series A, due February 
EM cron go wie ea eanicis scat he Ue eis de aoe $2 '761 000.00 


1942 and July 27, 1943 and $1,425,000 on July 27, 1944 (see note).... 1 725 000.00 


emer eeoar tO Oriuste Le 1943) eet eet 8 a Re 488 000.00 4974 000.00 


Current Liabilities (exclusive of $198,000 long-term debt due in 1942): 


Teco Die SE a Ea ROW RRA pa Oa) et OR Zp $ 50 987.33 

RMR OMER aes vice Site nels Pelee? Co icee Baki cee he Goes eck Uk 108 439.54 

OTE UR STL, Sha SE Ae AAR hg Aa N/a 84 790.92 

SE are” Sa AE Uo TONS Ba Bi Ona aR a ae Aa en 84 714.27 328 932.06 
Customers’) Advances for Construction ........0....00¢/lescoccgsuccccclecsccn 4 821.96 
Pee MARE EECIOTIONN Neves fa 2) este sin OC Lenk OU oslo viel eect vic whl ek ee 1501 134.78 
Seerirronanitts Aid, of Construction’ 3.'5 3.2.53 hos. da cence lac debe eu ke. 49 433.82 


Earned Surplus—since January 3, 1938, date of recording (a) surrender and can- 
cellation of 5,250 shares of preferred stock, and (b) write-offs against resulting 


eRe ie ins sn a glk, sats resid dave coo ee. 63 566.10 
$9 235 987.37 
NOTE: 


The agreement with the banks provides that during each year the Company will not declare or pay any dividend 
on its common stock other than stock dividends without simultaneously applying an equal amount in cash to 
the reduction of the final installment of the collateral notes payable to banks. 
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OKLAHOMA POWER AND WATER CO. 


COMPARATIVE STATISTICAL DATA 


1941 1940 1939 1938 
ELECTRIC 
Number of communities served—retail electricity.... 23% 24 24 24 
Estimated population served with electricity—tretail.. 32,140 32,100 31,855 29,960 
Number of domestic electric customers............ 5,871 5,620 5,428 5,267 
Number of electric customers other than domestic... 1,632 1,561 1,477 1,446 
Electric sales—KWH (000 omitted).............. 70,241 63,575 60,736 60,353 
Capacity of fuel burning stations—Kilowatts....... 22,250 22,250 22,250 22,250 
Number of fuel burning stations............+20+8- 1 1 1 1 
Pole miles of electric lines 6,600 volts and over.... 224.4 224.7 225.8 222.3 
GAS 
Number of communities served—retail gas......... 6 6 6 6 
Estimated population served with gas—retail........ 21,000 21,000 20,870 19,500 
Population served with gas only (included in above 
Tres ty RAM a Henetgad He OLe Vaca OS RAM LOL ting ES gS RG ty None None None None 
Number of domestic gas customers..........-++-05 4,009 3,832 3,754 3,669 
Number of gas customers other than domestic...... 563 558 547 543 
Natural gas sales—M Cubic Feet.............00¢. 1,043,760 920,999 810,208 749,272 
Miles (or spas \gmaine o0's\'s encircle stain el oi aes ET ee aheng 178.55 178.19 178.84 184.41 
WATER 
Number of communities served—retail water........ 2 2 oe 2 
Estimated population served with water—retail...... 17,538 17,550 Mos be es 16,225 
Population served with water only (included in above 
EOLA Nah ein saie eielel af all'inlal lal «ale /ele neve atie Ne gb Mt pile a! ateaye None None None None 
Number of domestic water customers...........4.. 2,233 2102 2,027 1,952 
Number of water customers other than domestic.... 337 338 324 316 
Wiater sales>—M gallons .)5.4/0s\e/a)s te wales co's miele eisie 1,257,907 1,065,062 1,101,614 1,029,606 
Daily capacity of plants—gallons..............4.. 8,000,000 8,000,000 8,000,000 8,000,000 
' Number of pumping splenesi. Uap ceive eae ee ee wae s 1 1 1 ae 
Milés Of Water! Mains soa 56.4's seg hi oen alevnts tare ateie lates s 55.68 55.19 54.53 _ 54.32 
GENERAL 


Total number of communities served retail.......... 23* 24 24 24 


*Decrease due to reclassification. 
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This report is prepared primarily for the information of security 
holders of the Company and is not transmitted in connection with 
the sale of any security or offer to sell or offer to buy any security. 


OKLAHOMA POWER AND WATER CO. 


May 18, 1943. 


To the Security Holders: 


The Board of Directors submits this annual report and review of the Company’s business 
for the fiscal year ending December 31, 1942. The accompanying balance sheet and state- 
ments of income and surplus have been certified by Arthur Andersen & Co., Accountants 
and Auditors. 


eek Ast LO:N.S 


The statement of income of the Company for the year 1942 presented on page 7 
of this report may be stated as follows: 
INCOME 


From customers for electric, gas and water services fur- 
nished them ($1,442,926.27), together with miscellaneous 


WET MIeRd POOL Nt eerie Mieke Cala e faci exe § eaclatiand earase $1,443,186.89 
EXPENSES 3 
My agesvand salaries foremployees. 1.5.4. so cs ese os yale $237,200.93 
Taxes of local, State and Federal governments........... 193,683.73 


Cost of power, gas and water purchased for resale, and of 
fuel, materials, supplies and all other operating expenses 
except depreciation and amortization of gas leasehold 


PIE DOWEL edleS: CONTACT array Aire ais dc fila cca acuiSicte ie 358,254.84 
MSEC AALIC Mees Wm Me ciel is tts ews Saleen. aiein gio eee aye es 221,868.00 
Amortization of gas leasehold and power sales contract.... 49,895.67 
RtalnOteaDOVe. | cle ec he teh ced ete oun alae g 1,060,903.17 
Balance after deducting expenses.............. $ 382,283.72 
INTEREST AND DIVIDEND DEDUCTIONS . 
PCAN terest ANC sOUNeL) COALIESs 3). iy aioe > vey ciclo Pelaiee $263,744.71 
Preferred stock dividends ($1.50 per share)............ 26,625.00 
PPOIOMRELOCK CLVICETIUS: eis Siele cs dats ie dis a «ue nb Sepele None 290,369.71 
Balance to veurplus sai ee spices entstaeiiten denib iss’ s e's $ 91,914.01 


Total operating revenues were practically the same as for 1941. Increased gas revenue 
of $28,519 reflected the materially colder weather experienced in 1942 and the expanded 
operations of a glass plant. The reduced electric revenue of $22,585 was due to the dis- 
continuance as of March 31, 1942, of the sale of dump power to a neighboring utility. 
Decreased sales of water to certain industries accounted for the reduction in water revenue 


of $7,917. 


Some industries served have been slower than others in converting to the production 
of war goods as distinguished from civilian goods, but all major ones appear to be in a 
position to operate for the duration of the war though at less than capacity levels in 


some instances. 


Total operating expenses (including payroll, fuel, and materials and supplies) increased 
$31,996 over 1941. Two factors were largely responsible for this increase, (a) higher 
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purchased gas costs of $17,367 reflecting the increased output and recourse to higher-cost 
sources of supply for additional quantities and (b) increased payments of salaries and _ 
wages to employees of $14,237. 


Unusual climatic conditions were experienced during the year. The spring and summer 
of 1942 witnessed the most severe and frequent electrical storms in years. On the late 
afternoon of May 2, 1942, three different tornadoes hit the Company’s electric properties 
in four widely-scattered places causing considerable damage; within 24 hours the splendid 
and efficient work of operating crews had restored service to all parts of the system with 
the exception of two small isolated communities to which service was restored the next day. 
In addition, the heavy spring rains resulted in the highest Arkansas River level since 1929, 
injured several Company pipe line crossings and seriously damaged crops in the low 
_land areas. 


Company’s Shell Creek Reservoir ran over a number of times during the year and 
was but two feet from the spillway level at the year end. No water was purchased for 
Shell Creek system customers during 1942. 


Despite reduced earnings, taxes were nearly the same as in 1941 and averaged about 
$125 per month for each employee. 


FINANCIAL 


Gross income available for interest and other charges was $382,284, a decrease of 
$30,645 under 1941. Funded debt payments reported below and in the 1941 annual report 
resulted in a reduction in interest and other charges of $10,223. Net income available for 
dividends was $118,539, or $20,422 less than 1941. 


During 1942, the Company paid $150,000 in principal amount of 334% serial notes 
and $48,000 in principal amount of 5% serial notes which matured, making a total reduction 
in funded debt of $198,000. In the last 10 years, funded debt has been reduced $1,693,000 
or 26%. : 


The Company also exercised its option and extended the maturity of $412,000 of 5% 
notes to August 1, 1943. In its order of May 29, 1942 approving this extension, the Securi- | 
ties and Exchange Commission provided that no dividends be declared or paid by the Com- 
pany on any class of stock without application to and further order of the Commission. 
During the year, but one quarterly preferred stock dividend of $1.50 per share amounting 
to $26,625 was paid, and no dividend was paid on the common stock. 


In March, 1943, the Company prepaid $100,000 in principal amount of 5% notes due 
August 1, 1943 and extended the balance of $312,000. As extended, such notes will be 
payable at the rate of $4,000 monthly from September, 1943 to August, 1947 and at 
the rate of $5,000 monthly from September, 1947 to August, 1949. Simultaneously, Com- 
pany prepaid $100,000 in principal amount of 334% serial notes due July 27, 1944 and 
secured the return of $500,000 in principal amount of its First Mortgage 5% Gold Bonds 
pledged as collateral to these notes and caused such returned collateral to be cancelled by 
the Trustee. The Company also agreed that so long as any 334% serial notes remained 
outstanding, it would not—(a) issue any additional first mortgage bonds on account of the 
cancellation of these $500,000 of First Mortgage 5% Gold Bonds, and (b) pay any dividends 
(except stock dividends) on any class of stock. 


At the time these March, 1943 transactions were presented to the Securities and 
Exchange Commission for its approval, the Company also asked approval of a change of 
its existing issues of preferred and common stocks into 23,141 shares of capital stock of 
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the par value of $100 each. Necessary approval was obtained by order of the Securities 
and Exchange Commission dated April 29, 1943. 


RATES 


No rate reductions were made in 1942. The Company continued to provide service 
at the lowest prices in its history. 


Although the average annual use of residential electric service by customers has increased 
80% since 1930, the average cost per kilowatt-hour to customers has dropped 36%, and 
average annual revenue per customer has increased but 15%. 


NEW BUSINESS 


The Company’s load building promotional activities during 1942 were considerably 
modified and in many respects curtailed due to the restricted production of household 
appliances. Such appliances as were available found ready markets. Residential kilowatt- 
hour sales showed the effect of the curtailment with the smallest increase in years in 
kilowatt-hours sold per residential customer. 


Though war-time regulations imposed to conserve critical materials for war purposes 
restricted extensions to serve new customers, particularly gas, the number of residential 
customers increased slightly during the year. To the contrary, electric commercial cus- 
tomers declined nearly 9% and gas commercial customers declined 3% reflecting the impact 
of war conditions on commercial establishments, especially the smaller ones in the autn- 
motive field. 


During 1942, the total number of customers served increased 193 of which 81 were 
electric, 70 were gas and 42 were water. 


Parke LOIN GS SAN Dal M PRON EM E'N:T S$ 


Co-operating wholeheartedly with governmental programs designed to conserve critical 
materials, the Company constructed only such plant and installed such equipment as con- 
tributed directly and materially to the war effort or was absolutely required at the moment 
for the rendering of adequate service and 1942 construction expenditures were held to 
$75,723. The only two items of importance were the construction of a 10,000 barrel fuel 
oil storage tank at the Sand Springs Power Plant and the drilling of gas wells in the 
Osage Lease. 


Plant and equipment taken out of service and retired during the year amounted to 
$47,475. 


feoevekiRIN MEN: AL PRO) EC TS 


A very substantial portion of the output of the Pensacola Dam (originally a state 
hydro-electric project financed by loans and grants from the Federal Government but taken 
over by the Federal Government by Presidential Order in November, 1941) is now going 
to the aluminum plant at Lake Catherine, Arkansas. Business managed utilities which have 
been supplying the major part of the electric requirements of this aluminum plant are 
operating their facilities so as to permit the fullest possible use of Pensacola hydro-electric 
power. These companies have also stepped into the breach when line failures interrupted 
the Pensacola power supply and carried the full load of the aluminum plant for days to 
save the production of millions of pounds of aluminum for fighting and bombing planes. 
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Reports indicate approval is being sought for an additional generator to bring the installed 
capacity at Pensacola up to 150,000 kilowatts and additional funds have been allocated for 
land, rights-of-way and easements to raise the reservoir level another five feet. This, according 
to FWA officials, will increase power generation by 25%. It will correspondingly decrease 
the ability of the dam to function as a flood-control project. 


Funds for the construction of Fort Gibson Dam, proposed for the Grand River about 
50 miles south of Pensacola Dam, have been reported frozen for the duration. The same 
is true of Markham’s Ferry Dam, another proposed multiple-purpose project to be located 
on the Grand River about 20 miles south of Pensacola Dam. 


No additional facilities have been built by KAMO, a super-REA formed in 1941 by 
15 REAs with the announced primary purpose of transmitting electricity in the four states 
of Kansas, Arkansas, Missouri and Oklahoma to member Rural Electric Cooperatives and to 
defense industries, since construction was stopped in March, 1942. A small part of this line 
will traverse the area served by this Company. 


Three Rural Electric Cooperatives, financed by the Rural Electrification Administration, 
operate electric distribution lines in or adjacent to the territory served by the Company. 
One of these cooperatives purchases electric service at wholesale from a business-managed 
utility, one from a municipality and one is purchasing its requirements at wholesale from 
Pensacola Dam. 


OON i EMP Ory EES 


The insured Retirement Annuity Plan underwritten by the Equitable Life Assurance 
Society of the United States continued in effect during 1942. Participation of employees in 
this plan is entirely voluntary and the cost is paid by the joint contribution of participating 
employees and Company. The benefits under this plan together with the present amounts 
of social security payments should give reasonable comfort and security to these employees 
when their active working days are over. 


As in past years, a definite safety program was followed throughout the year. Lost 
time accidents were reduced from 4 in 1941 to none in 1942. As a result of this splendid 
performance, the Company received an award for the highest standing among a group of con- 
testing companies. 


Continuing its program of many years, the Company presented 109 eligible employees 
with life insurance certificates aggregating $128,000. In addition, employees purchased under 
the Company’s group life insurance policy, coverages totalling $200,000 at the same low 
cost paid by Company. 


In keeping with a policy adopted in 1940, the Company has continued the encourage- 
ment of personal development of its men and women. The Company pays one-half of the 
cost of any approved course of study completed by the employee. During 1942, additional 
employees took advantage of this privilege and a substantial number are enrolled in various 
courses of study. Time has demonstrated that employees who have completed such studies 
are better qualified, have progressed more rapidly and have been of greater value to the 
Company and their communities. 


Appreciating that well-informed employees are an absolute necessity in any industrial 
enterprise today, a comprehensive Employee Information course was started in the fall of 
1942. This course covers not only the public utility industry and the Company, but the 
philosophy of government and its relationships with the governed and economic enterprise. 
Discussion groups were formed with department heads acting as discussion leaders and 
meetings are held semi-monthly. Interest has been maintained at a high level. 
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Seven employees are now serving in the armed forces of the United States; one has 
made the supreme sacrifice. 


BNP DEG RA. 1O N 


Hearings have been concluded in the proceedings brought by the Securities and Exchange 
Commission against The Middle West Corporation and its subsidiaries, of which Oklahoma 
Power and Water Co. is one, under the provisions of Section 11(b) (1), of the Public 
Utility Holding Company Act of 1935. At this time, no final order has been entered in 
these proceedings. 


Tener wl T'O RY 


The Company serves an area of approximately 1600 square miles in northeastern Okla- 
homa and at the close of 1942 had a total of 14,838 customers. Electric service was being 
rendered in 23 communities, gas in 6 and water in 2. 


The major part of the Company’s revenues is derived from Sand Springs and the west 
section of Tulsa, and from the diversified industries in and adjacent to these cities which 
form the most highly industrialized area in Oklahoma. The remaining territory served 
depends chiefly upon oil and gas fields, farming and live stock. 


GENERAL 


The first full year of war has passed, a year replete with conditions quite different 
than most American business enterprises have ever before experienced. Increasing restric- 
tions and regulations were imposed to make certain that the required materials and services 
were available for the most critical needs of the war effort; and officers and employees of 
Oklahoma Power and Water Co., like other Americans and American businesses, whole- 
heartedly accepted the imposition of these rigid controls. 


Serving the most highly-industrialized area in Oklahoma, the major industries of which 
are wholly or partially on war production, has given the Company a splendid opportunity 
to be of service as well as a definite responsibility to see that uninterrupted and adequate 
supplies of electricity, gas and water were available. That this opportunity has been eagerly 
accepted and the responsibility well discharged is due primarily to the zeal, efficiency and 
loyalty of the men and women of the operating staff. Not yet has production been delayed 
or lost because of power shortage, nor does such appear likely in the visible future. 


The Company’s customers have been most co-operative in helping to conserve man- 
power and materials and comply with rules and regulations. Inconveniences have been 
accepted by them in the spirit that whatever is necessary to the winning of the war is 
agreeable. For this, the Company is deeply appreciative. 


Difficult days lie ahead, but we are certain that the Company and its personnel will 
meet the tasks of the future with the same energy, determination and skill with which they 
have conquered the problems of the past. 


By order of the Board of Directors, 


J. C. Happenny, President. 


ARTHUR ANDERSEN & CO. 


120 SoutH LA SALLE STREET 
CHICAGO 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have examined the balance sheet of OKLAHOMA POWER AND WATER CO. 
(a Delaware corporation) as of December 31, 1942, and the statements of income and 
surplus for the fiscal year then ended, have reviewed the system of internal control and 
the accounting procedures of the Company and, without making a detailed audit of the 
transactions, have examined or tested accounting records of the Company and other sup- 
porting evidence, by methods and to the extent we deemed appropriate. Our examination 
was made in accordance with generally accepted auditing standards applicable in the cir- 
cumstances and included all procedures which we considered necessary. We had previously 
made a similar examination for the year ended December 31, 1941. 


The accompanying balance sheet is subject to a determination as to the adequacy of 
the reserve accumulated for depreciation, although, in our opinion, the current provisions 
for depreciation made by the Company are reasonably adequate. 


Except for the effect of the matter discussed in the preceding paragraph, in our 
opinion, the accompanying balance sheet and related statements of income and surplus 
present fairly the position of Oklahoma Power and Water Co. at December 31, 1942, and 
the results of its operations for the fiscal year, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


ARTHUR ANDERSEN & Co. 


Chicago, Illinois, 
February 4, 1943. 


OKLAHOMA POWER AND WATER CO. 


STATEMENT OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1942 AND 1941 


1942 1941 
Operating Revenues: 
Electric ($262,750.00 and $263,910.00 from an associated company 
SMTS MEMEO RUCANG Vi 2GiNs ate le sla a piles dtm,¥ ale dase eke abate sik alah s $1023 064.12 $1045 649.16 
MeN el dhs ere eve Ghd lad Rio wre didi aae wale anes whe g 280 889.86 252 371.07 
RCM MN De ac te ews Sta acne Gace tuk eee ed eri ns 138:972.29 146 888.53 
Titel ao Mca gets ART CBW W caine, eaay $1 442926.27 $1444 908.76 
Operating Expenses and Taxes: 
Operation— 
Power, gas and water purchased for resale..............0. $ 104 274.70 $ 95 109.10 
CT TSN CAE ae SS BL oe 61S abla eee he 18 Male BAUR CsaS tore RSA EN Ra at 410 360.35 390 876.29 
MRCP RE TCO ola hut Micralite OS whiny fs Fame ae Obed da shoe Wald 80 820.72 77 474.31 
PUREE ION Cit nals 2, Ne hie Bs aaa We head Ge vie bere ce 221 868.00 221 536.00 
Pemorteeetion On -Ga9 leasehold. +. vine vane ccs aide were clo’ oe oe 33 098.43 33 098.43 
Amortization of power-sales contract .........ceeccecceceecs 16 797.24 16 797.24 
Taxes, other than Federal income and excess profits........... 124 183.73 132 376.21 
SCS AM IMECIN es fateS eh eles WN, cto son ie aie wae Cult ie eae Liglek 69 500.00 64 909.62 
PE reUeTCPRR A DTONts (lat! NM ak’s soja, cb <a icak Gee Wn ee Ce de ie — — 
ROS etrety ates Giere chia ic la pratt ccateaithe ck eae OM Een ie Oe $1 060 903.17 $1032 177.20 
See EIDE EMER ARCOM Y Sahl. 5 heise Ninie os wore Fed cee db alk ticle. We oe oa $ 382023.10 $ 412 731.56 
OTL = CNT 'SReS ESE ARGOS a a aU yap ey eS a 260.62 197.59 
RaeRIe MAMORU Gn). tics 4d croton aiaaiglh orwio'y' shoe elciw oor hie Siac olan Owe hy $ 382 283.72 $ 412929.15 
Interest and Other Deductions: 
Eiterear OMMONe Germ HERE tials foie 'e'e hails ceed aes UR ke keke $ 223 431.25 $ 232 398.94 
Amortization of debt discount and expense...............0-- 32 267.44 34 393.12 
SereEa RECT COUR ACE. Ve0s, <0 tis be ewe Sake a eee ot ee: 4037.25 3 488.17 
SME GESICOMC PUCUCHONS ta Seite. viele d eich hae en Gece oes 4 008.77 3 687.74 
ARNT ETO 8 SRR ace et UE Lee Sang oe IE” Rep PERN ANS ear $ 263 744.71 $$ 273 967.97 
BN LEN ao NGI a A Re eA RR ae ed an SO $ 118539.01 $ 138 961.18 


STATEMENT OF EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1942 


Balance December 31, 1941 (since January 3, 1938) 


© sae! are fe © Slee 6. 6a 6 ¢ #0 eo s,.0 010 ee 


Add—Net income for the year ended December 31, 1942 


eee e eee eee eee eee ees ns 


$ 63 566.10 


118 539.01 


$ 182 105.11 


Deduct—Dividends on 6% cumulative preferred stock .......... ccc ce ececeeee 
Balance December 31, 1942 (see balance sheet description of surplus and notes to 
balance sheet) 


Ri Seale Ree) Oem OLA a 6) 8) Cle (6:8 wae 6.6) Ole 0) Oe a 6) mw le ele 6 ¢ 61s (6 ee 0 18 eo lene 8. ad uk 6 cele. 


26 625.00 


% 155 480.11 


ASSETS 


Utility Plant: 
Tangible property is stated at original cost. The original cost of property owned 
at December 31, 1936 was determined jointly by engineers of the Corporation 
Commission of Oklahoma and of the Company and approved by said Com- 


mission— 
Ble Ctr ie asks ree aresblahe eile: onShocdt aralevsllatetelelay a eralsisieneu sreners $4 369 629.63 
(Sais RIAN, uh walelineta tence chetarletailens. ous volelensamed oneuateenecellare oisres ceatreheie 1 199 223.32 
Wate te ar 52s cla eho cue uaue re lyre. o cira Teven Shs tetrolat ene care Tatcanatanohare te calartrs 1 566 679.53 


Generale ea EE oes EP Tat Sa War Rea Marcie Peed USMS 145 389.17 


Intangibles represent the cost in cash and securities, reduced by adjustments 
and amortization, of utility plant in excess of original cost of tangible prop- 
erty, and include gas leasehold ($107,569.95) and power-sales contract 
($110,582.34) in process of amortization ....,eeeeeee cece recesses ceeeees 


Current Assets: 


Cla eal Me Fad RA MGSO AUT e Paar dA ali regmara tetera te ler eke ie lone at atec ane eiere rae reaeteases 
U. S. Government securities (principal amount $485,000.00), at cost.......... 
Special deposits). 006,655 seas 'eje 6 atele s ¢ieiele o's sis 9 0 o:61msis}sisle ig, tees ol =,6 lane ate 
Customers’ service accounts receivable........cccececccccececs $ 85056.92 
Other accounts and notes receivable. ....... cee ee cree cece cccecs 26 439.55 

$ 111 496.47 
Less—Reserve for uncollectible accounts and notes.............-. 8 574.17 
Materials and supplies, priced at average COSt......e. ec esecenereerecsceess 
PrepayMENts o/s cc's a's oi ciee de & 6 baie sin wlaleleaielsieie's sles aie sah ae 5 ei «wind ale aie 


Debt Discount and Expense in Process of Amortization (including $27,266.39 call 
premium, discount and expense on refunded bonds, in process of amortization 
over. the ‘shorter life of the ‘refunding ‘ notes)! .../Cs.04 6s sees sa slo a ale wile ee wieie 


OKLAHOMA POWER 


$7 280 921.65 


1 192 412.04 


$ 66 956.30 
484 934.03 
1 288.75 


102 922.30 


85 491.28 
6 653.93 


BALANCE SHEET— 


$8 473 333.69 


748 246.59 


89 840.18 


$9 311 420.46 


AND WATER CO. 
DECEMBER 31, 1942 


LIABILITIES 
Capital Stock: 


Common stock—authorized, issued and outstanding 60,000 shares without par 


EECA NE id 2) fire ic Peal al ac ly ain whee 1 aA saa ee vase o kh Chee. $ 539 098.65 
Preferred stock, 6% cumulative, par value $100 per share—authorized, issued 
a RMA ELTT tS BU ATEG Tch4 a oc, c(i erainiw'd «fae MER UE Neeley caRase Dee 1775 000.00 


Long-Term Debt (after deducting $2,559,000 principal amount of Series A, B and 
C treasury bonds, of which $2,500,000 was pledged as collateral to the notes 
payable to banks and $23,000 was deposited with the trustee under the first 
mortgage indenture): 

First mortgage five per cent twenty year gold bonds, Series A, due February 


RM det Cd Me earache ed 7s) aire da oe teiavel ote aloimiaie inloters' <e3ayd. t ciescvelele Glare hid Oe c aldde ig Nel $2 761 000.00 
Collateral notes payable to banks, 334%, due $150,000 on July 27, 1943 and 

Bupee oor ,|Uly 27, 1944 (see Note 1)’. vic cs oo ceigik once 's us cele a d-ebiciee 1 575 000.00 
Notes payable to Sand Springs Home, 5%, due in 1943............00000- 440 000.00 


Current Liabilities (exclusive of $590,000 long-term debt due in 1943): 


REECE DTG Ug halt ES Lacs lala vs cole Siw folie) so celta Wid « o badiee aid o aici ed dive bie $ 36877.12 
eee RO Le MeN ack a Shae atata Wl God dey al ole cial Cole eee Ke woke oh one we 112 601.60 
NICER ET COL Me eer nore lc trata ec takb eles ais cee ek wate oC nek eae el be ithe, Me Na RS 82 702.29 
Seu RRIMENEMEL XCIMILE IITs, Wo, she oso va lota cls Vis'e ec cee Gk. ope uate bad g'dla'ee Caviehean e's 86 966.52 

Customers’ Advances for Construction: ......0..ccccevcccnccsceccccaccccece 

een ECPM FODERCCIAION Fs. 5 31s, cr a7 os oa 9) oh 06: aio ai be pic tales bolas, o.0h ee ela sionaig'a Die 

@ontriputons in Aid of Constructions 62.2%. ¢/ajeis chete eusie accclsie'au cela 'e oe gles daeclde« 


Earned Surplus—since January 3, 1938, date of recording (a) surrender and can- 
cellation of 5,250 shares of preferred stock, and (b) write-offs against resulting 
Bee IES (NCS LANCE Bale oil sis sae p Riaraty) <a Wag e's a ake 7k dco glee ky 08 4 


NOTES: 


$2 314 098.65 


4 776 000.00 


319 147.53 


17 828.48 


1 677 969.32 


50 896.37 


155 480.11 


$9 311 420.46 


(1) No dividends may be paid on any class of stock of the Company without approval by the Securities 
and Exchange Commission. If approval is received for the payment of cash dividends on its common 
stock, the Company has an agreement with the banks that it will apply an equal amount in cash to 


the reduction of the final installment of the collateral notes payable to such banks. 


(2) Cumulative preferred stock dividends not declared or reserved for in the accounts of the Company at 


December 31, 1942 amounted to $79,875.00, or $4.50 per share. 
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OKLAHOMA POWER AND WATER CO. 


COMPARATIVE STATISTICAL DATA 


1942 1941 1940 1939 
ELECTRIC aA ARS CALS RINE TL: AGIOS 
Number of communities served—retail electricity.... 23 23% 24 24 
Estimated population served with electricity—retail.. 33,103 32,140 32,100 31,855 
Number of domestic electric customers.........+.+- 6,061 5,871 5,620 5,428 
Number of electric customers other than domestic... LOLS 1,632 1,561 OF sie 
Electric salee—KWH (000 omitted)............-- 67,848 70,241 63,575 60,736 
Capacity of fuel burning stations—Kilowatts........ 22,250 22,250 22,200 22,250 
Number of fuel burning stations............+.005 1 1 1 1 
Pole miles of transmission lines 6,600 volts and over 224.4 224.4 224.7 225.8 
GAS 
Number of communities served—retail gas......... 6 6 6 6 
Estimated population served with gas—retail........ 21,750 21,000 21,000 20,870 
Population served with gas only (included in above 
LOtAL) teen ps sles ite isle als wim piede aa MUAlat mipli miele le, »/s)el None None None None 
Number of domestic gas customers. ....+e++eeeeeee 4,100 4,009 3,832 3,754 
Number of gas customers other than domestic...... 542 563 558 547 
Natural gas salese—M Cubic Feet........-.-eeeee 1,165,084 1,043,760 920,999 810,208 
Miles of gas Mains.......e eee e eee eeeeecereeeee 179.33 178.55 178.19 178.84 
WATER 
Number of communities served—retail water....... 2 2 2 2 
Estimated population served with water—retail..... 18,280 17,538 17,550 17,510 
Population served with water only (included in above 
total) (ieee ic slbisinia Sia seas acpie'a bs timo -eiaie ol ehe) Wy eae ae None None None None 
Number of domestic water customers........+.ee0- 2,283 2253 2,112 2,027 
Number of water customers other than domestic.... 329 337 338 324 
Water sales-+M. gallons. of) sss. siuicie's ee ss oleic a eles 1,140,684 1,257,907 1,065,062 1,101,614 
Daily capacity of plants—gallons.............+++. 8,000,000 8,000,000 8,000,000: 8,000,000 
Number of pumping plants....... ES SE BSc ae LENO NE 1 1 1 1 
INfiles OL NVALeE MIM AING(G ol crcasenereletchenelatascaiaueleisiepetsielcnes 55.85 55.68 55.19 54.53 
GENERAL 
Total number of communities served retail......... 23 23* 24 24 


*Decrease due to reclassification. 
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OKLAHOMA POWER AND WATER CO. 


General Office: Sand Springs, Oklahoma 
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Tulsa, Oklahoma Sand Springs, Oklahoma 
J. C. HAPPENNY, T. E. MANSFIELD, 
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HES VOUNG Tie pore) ae oe Rete aeons Assistant Treasurer 


This report is prepared primarily for the information of security 
holders of the Company and is not transmitted in connection with 
the sale of any security or offer to sell or offer to buy any security. 


OKLAHOMA POWER AND WATER CO. 


| May 20, 1944. 
To the Security Holders: 


The Board of Directors submits this annual report and review of the Company’s business 
for the fiscal year ending December 31, 1943. The accompanying balance sheet and statements 
of income and surplus have been certified by Arthur Andersen & Co., Accountants and 
Auditors. 


OPER A:T LON-S 


Total income for the year 1943 amounted to $1,447,497, an increase of $4,310 over 1942. 
Electric revenues decreased $15,694 principally as a result of decreased sales to certain indus 
trial customers. Greater sales to residential customers due to colder weather and sales to a 
glass company increased gas revenues $16,520. The increase in water revenues of $3,307 was 
caused by victory gardens and a dry summer. Other income increased $177. 


Operating expenses (exclusive of taxes and depreciation) increased $5,355. This was 
due to increased purchases of gas from higher cost sources of supply and to greater pur- 
chases of water for resale. 


The provision for depreciation for 1943 was increased $21,415 over 1942. 


FINANCIAL 


Gross income available for interest and other charges was $359,738, a decrease of $22,546 
under 1942. Fixed charges were $248,058, a reduction of $15,687 under 1942; the reduction 
of $14,792 in interest on funded debt reflects the debt payments made during 1942 and those 
detailed below. Net income available for dividends for the year 1943 amounted to $111,679, 
a decrease of $6,860 from 1942. 


During 1943, Company paid $48,000 in principal amount of 5% notes and $150,000 in 
principal amount of 334% serial notes which matured during the year. In addition, Company 
prepaid in March, 1943, $100,000 in principal amount of 5% notes due in August, 1943, 
and extended the balance of $312,000. Simultaneously, Company also prepaid $100,000 in 
principal amount of 334% serial notes due in July, 1944, and $500,000 in principal amount 
of first mortgage 5% Gold Bonds theretofore pledged as collateral to the 334% serial notes 
were returned to the Company and delivered to the Trustee for cancellation. 


In January, 1944, Company prepaid $325,000 in principal amount of 334% serial notes 
due July 27, 1944. Including this payment, the funded debt of Company has been reduced 
$2,416,000 or 37% since 1932. 


In June, 1943, all the outstanding stocks of Company consisting of 17,750 shares of 6% 
cumulative preferred stock (par value $100 per share) and 60,000 shares of common stock 
(no par value) were converted into 23,141 shares of capital stock (par value $100 per share). 


No dividends were paid during 1943. 


ADDITIONS AND IMPROVEMENTS 


Company constructed only such plant and installed such equipment as contributed directly 
and materially to the war effort or was absolutely required at the moment for the rendering 
of adequate service. During 1943, construction expenditures were held to $86,082 and plant 
and equipment retired amounted to $49,321. 


GOVERNMENTAL: ACTIVITIES 


The Oklahoma Legislature passed a bill in 1943 which levied a 2% tax on gross receipts 
of REAs in lieu of all other taxes levied by the State or any of its subdivisions. Of their gross 
receipts, business‘managed electric utilities operating in Oklahoma pay about 23% in taxes. 


Counter to the plain intent of Congress and the apparent provisions of the Rural Electri- 
fication Act of 1935, Indian Electric Cooperative (REA) purchased all the electric properties 
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of Oklahoma Utilities Company located in central Oklahoma which included two communities 
substantially in excess of 1,500 population. The offer of Indian Electric Cooperative was 
slightly less than that of Oklahoma Gas and Electric Company but the sale to the REA was 
approved by the Securities and Exchange Commission and consummated in December, 1943. 


Eastern Oklahoma suffered its most damaging flood in history in the spring of 1943 which 
gave impetus to the construction of Fort Gibson and Markham Ferry dams, primarily as flood 
control projects, even though the operation of Pensacola Dam on the Grand River contri- 
buted to the seriousness of the flood. The War Production Board has not yet approved the 
allocation of critical materials for the construction of these proposed dams. 


A series of executive orders by the President and the Secretary of the Interior in 1943 
resulted in the creation of the Southwestern Power Administration (SPA). This bureau 
succeeded the Federal Works Administration as operator of Pensacola Dam and was placed 
in charge of power sales for Pensacola Dam on the Grand River, Norfork Dam on the North 
Fork of the White River in Arkansas, and Denison Dam on the Red River. The reported 
purpose of this SPA is to coordinate the disposition of power from these and other political 
power dams in the Southwest. 


ON VEMPLOY RES 


Previously adopted employee programs consisting of Retirement Annuity, Life Insurance, 
Safety, Self-Improvement and the comprehensive Information Course, were continued without 
change during 1943. For the twelve months ending June 30, 1943, Company had no lost- 
time employee accidents and won the first place award of the National Safety Council for 
combination electric and gas companies of comparable size. 


A Hospitalization and Accident Plan underwritten by the Continental Assurance Com- 
pany and providing adequate coverage for employees and their dependents became effective 
March 1, 1944. Participation of employees is entirely voluntary and the cost is paid by the 
joint contribution of employees and Company. 


Ten employees of the Company have entered the armed forces of the nation and it is 
reported with regret that one of them has given his life. 


IN LEG RAShION 


On January 24, 1944, the Securities and Exchange Commission entered an order in the 
integration proceedings under Section 11(b) (1) of the Public Utility Holding Company Act 
of 1935 against The Middle West Corporation and its subsidiaries which requires The Middle 
West Corporation to dispose of its holdings in Oklahoma Power and Water Co. In 1939, the 
Oklahoma Legislature authorized the Public Service Company of Oklahoma to acquire all the 
capital stock, properties, business, assets and good-will of this Company, as and when ordered 
and approved by the Securities and Exchange Commission. The Company is not able at this 
time to predict the eventual outcome. 


PR ROR ORY Ose Reve 


Company serves an area of about 1,600 square miles in northeastern Oklahoma, rendering 
electric service in 23 communities, gas in 6 and water in 2. At the close of 1943, it was serving 
a total of 14,982 customers. 


Most of Company’s revenues are derived from Sand Springs and the Tulsa west side and 
from the diversified industries in and adjacent to these cities. The balance of Company’s 
revenues comes from areas dependent principally upon either (a) farming and livestock or 
(b) oil and gas operations. 


GENERAL 


The Board of Directors acknowledges with grateful appreciation the loyal and efficient 
work of officers and employees during another year of difficult war conditions and the splendid 
spirit of cooperation of customers. 

By order of the Board of Directors, 


J. C. HapPpenny, President. 


Se ef Se 
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OKLAHOMA POWER AND WATER CO. 


STATEMENT OF INCOME 


FOR THE YEARS ENDED DECEMBER 31, 1943 AND 1942 


1943 1942 
Operating Revenues: 
Electric ($281,352.33 and $262,750.00 from an associated company 
PEP RECEIME VOEBES ole ed arabs Bits s sale lace ue ais ore d'ene airs ese card as0Telg ees $1007 370.36 $1023 064.12 
(BBE Aad Ay iciak ty co tr sence SSO Cen Ese DORSROR ROCF PST ORR TPR SPT CRO 297 409.66 280 889.86 
Vite lMmMOMe UIE dicta arctedane’s) cleiarciera stele <segcter oie; $rela,o-Siaheve ibis sls snayalievere 142 279.56 138 972.29 
PLcotale mera earet oh cts ais sks oko cs, sic fone ever anette taste tisvevens ste 4 stats $1 447 059.58 $1 442 926.27 
Operating Expenses and Taxes: « 
Operation— 
Power, gas and water purchased for resale...........000000. $ 112 365.37 $ 104 274.70 
MG)E itm Scene tants ics Tore ccpetecchens taco otaes fe lg Meat as cc emanevale ces coer ers Sev eine 420 447.99 410 360.35 
NAA IMMER AICCCR IT cteker state tere etk vent ataee's tacit vi cree siete a sfarete slew oars 67 997.90 80 820.72 
DS eimectatl Ont rdeetaat eee « atavern sicuet etslatc ca! eleva"tne¥eie ceiciei eres Wl ates eve 243 283.00 221 868.00 
Petortisalion Or pay VleaASehOld . ai, 2's «piste s's/40< wie stele ep Ss ca Cees 33 098.43 33 098.43 
Amoruzation of power-sales ‘contract... oF o oe cc cet ete eas 16 797.24 16 797.24 
Taxes, other than Federal income and excess profits............ 123 969.49 124 183.73 
RPC CAIE IRCOCROMUAROG 6d cm ta sere dao sie cdg! Soc el ets on ab Ve wiemtee 69 800.00 69 500.00 
RErett ee OAS OOS TINT: oxidve sy dis ts erste be els sive he eee ¢ — — 
LOLAleia Gea fele ie stoke Valsctrele. acts ee Gast te ofale Soa atsts eles es $1 087 759.42 $1060 903.17 
RRR L REISS SCONE. cS is cle fais, o Karert GG 4 coe Hota aiseine wa tek oalaciss $ 359300.16 $ 382023.10 
MAEMO CHICO ING ty Wc t ale dats os ale y Cas 6 oly wSla da & Semen genes es se 437.69 260.62 
RSM MEETING Ee sere ented Wu chose de oho oa Sie shia wm, Are era's taibinie ss $ 359 737.85 $ 382 283.72 
Interest and Other Deductions: 
nterestuone lomectertn Cetin: hater arate cookere outa aielecge es cmrencs wins $ 208 639.61 $ 223 431.25 
Amortization of debt discount and expense..............006- 31 403.98 32 267.44 
GeneralpilteresGm (Met) sietoers we erate coat ialelereitereieneddlettte cue eieree ele ¢ ¢ 4139.91 4037.25 
BLE CHCICIEN GPG TICCIONIS eta ufos atte slater phate g ols ae K wintelaipia Mts ate cays 3 874.96 4 008.77 
BLOtal Merete stNChs ahehecete severest echdsl hops ese ye ous eteheue as ws $ 248058.46 $ 263 744.71 
PM AVIS RU aE oo heer ee A om yo icdtein’ «siglo astro Ss © aod $ 111679.39 $ 118539.01 
STATEMENT OF EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1943 
Balances December 3121942 (since Janvary,.3,61938 ek. sai ie sk en eid oma pice esd $ 155 480.11 
Add-—Net mcome for the year ended December, 31, 1943. ciccc cic ce sic ww sele es 111 679.39 
$ 267 159.50 
Deduct—Appropriation to capital (see balance sheet note) ..........eeeeeeeees 1:35 
Balance December 31, 1943 (see balance sheet description of surplus) ...........+ $ 267 158.15 


OKLAHOMA POWER 


BALANCE SHEET— 
ASSETS 


Utility Plant: 
Tangible property is stated at original cost. The original cost of property owned 
at December 31, 1936 was determined jointly by engineers of the Corporation 
Commission of Oklahoma and of the Company and approved by said Com- 


mission— 
BIE CECI GST eee ONE UT RET PARR Goce ND Oe Sa Ga $4 384 643.19 
COS Sg a ole Se RE AA ele aa CAN es CG RS iL Say Ae aia Ua! 1 211 619.80 
WEE rae ao Rebs ie UN suai UNV Ecre eater RE uae aie Dy rege a ae 1575 147.14 


General eng hey Sse cPeiat os ale Rens age ew Nea Nd areata Dw 146 397.72 $7317 807.85 


Intangibles represent the cost in cash and securities, reduced by adjustments and 
amortization, of utility plant in excess of original cost of tangible» property, 
and include gas leasehold ($74,471.52) and power-sales contract ($93,785.10) 


in “precess OF SAM OLEZAM OME ee <se) oh sae wy, oat penal Wi nd o's, tazan te ee awe we orate a tara la oa 114239137 $8460 199.22 
Current Assets: 
Gash Nee eich NE a RR a ree eI SU AE EM Asal OR a San a aL $ . 83 988.17 
U. S. Government securities (principal amount $450,000), at cost............ 449 965.84 
Special: depositise yi. ws Oe alate jx astute Win cere ant Re air zea asin vn date ie Ue te 622,75 
Customers’) service accounts; receivable ws, sietcn sein aie aheneesiener teas oes $ 84 123.80 
Other accounts recerva bles ee wre a wis alanmereicreioiaiereue euneeten amen eiel et aieue 30 086.08 
$ 114 209.88 
Less—Reserve for uncollectible accounts........cciccecececers 8 227.20 105 982.68 
Materials and ‘supplies; lat average costs 2s) j2 ie oe OO nna arp nia ares 80 069.15 
Prepayments, |S sii/s 5&6 wchons: pis oe, wierd. Shaves mbar mie lesa él atop a tol oheal ss oP anenaT OMEs gi cuenta hi amare teR 5 460.34 726 088.93 


Debt Discount and Expense in Process of Amortization (including $8,888.87 call 
premium, discount and expense on refunded bonds, in process of amortization 
over the shorter life of the: retunding notes) cits. ui. ss amy odes ees ae ols Pe 58 686.20 


$9 244 974.35 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have examined the balance sheet of OKLAHOMA POWER AND WATER CO. (a Delaware corporation) 
as of December 31, 1943, and the statements of income and surplus for the fiscal year then ended, have reviewed the 
system of internal control and the accounting procedures of the Company and, without making a detailed audit of 
the transactions, have examined or tested accounting records of the Company and other supporting evidence, by 
methods and to the extent we deemed appropriate. Our examination was made in accordance with generally accepted 
auditing standards applicable in the circumstances and included all procedures which we considered necessary. 


In our opinion, the accompanying balance sheet and related statements of income and surplus present fairly 
the position of Oklahoma Power and Water Co. at December 31, 1943, and the results of its operations for the 
fiscal year, in conformity with generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Pursuant to the provisions of Article Ninth, Section 10 of the Indenture of Mortgage dated February 1, 1928 
securing the First Mortgage Five Per Cent Twenty Year Gold Bonds, we hereby state that, based upon our examina- 
tion of the pertinent books and records, it appears that compliance was had during the year ended December 31, 
1943 with the covenants and conditions of the Indenture in respect of the issuance'of bonds thereunder and the 
Maintenance and Improvement Fund provided for by Article Tenth thereof. 

ARTHUR ANDER : 
Chicago, Illinois, meth 
February 21, 1944. 


AND WATER CO. 


DECEMBER 31, 1943 
LIABILITIES 


Capital Stock (see Note)—authorized, issued and outstanding 23,141 shares, par 
PPE RAMIICE EUALOS Ciro oct ois e's eas » heeds 4 ee RIT Sale RES sepa ee ba $2 314 100.00 


Long-Term Debt (after deducting $2,059,000 principal amount of Series A, B and C 
treasury bonds, of which $2,000,000 was pledged as collateral to the notes pay: 
able to banks and $23,000 was deposited with the Trustee under the first mort- 
gage indenture): 

First mortgage five per cent twenty year gold bonds, Series A, due February 1, 


RRS VMRE MPa Se See ee Nene, oh Sct ciienta Siete co mieh ae ation Male GLO aura eiStaletons sia bee alelsde saves sts $2 761 000.00 
Collateral notes payable to banks, 334%, due on July 27, 1944............. 1 325 000.00 
5% serial notes due $4,000 monthly February 1, 1944 to August 1, 1947 and 
$5,000. monthly: thereafter’ tos August 1) 1949.0 5 6. bases ole ob creat a 292 000.00 4378000.00 
Current Liabilities (exclusive of $1,369,000 long-term debt due in 1944): 
SRNR TSR EOL ES Wa Pit 5 al bia hae i, SEs Mui waligs @ Na ab. aya s/o. & ue leba aby nam Oa eae, oi’ $ 54 572.24 
CPC CDORIED ED iota. Sl wm orev o's E574 eas: eitaa al & eee s 8 Sim WEN 9 'e iat by ares aie 8s 89 695.29 
PCCM CELT UN CS Mites oe) eam) eusied chia, ous atoctehole sichS ie Vabaatletateeh ote eis eters sedis alone ha ee ihale 97 999.05 
MCCA CLES Hep oat eualad © uta ciein casteseieromate-c Gaetel Seehator ets cisions: eae ob ete higie oteteeens 79 014.59 321 281.17 
Gustomers» Advances for Construction... cee i uc c de eevee ccc ew se tecwdcecetes 16 954.43 
eee RE PC OLOCIAIIOMS ing ths) Ne Tae v Bs «foes Miva mals; ovavera Vole A'S ‘ews, tos «hla 's 1 895 031.56 
Gontibutionsrin vAid) of) Construction... 4.» elec fare 6.0 cle erne's 0 a's dielslele ls aGiee.s 52 449.04 


Earned Surplus—since January 3, 1938, date of recording (a) surrender and can- 
cellation of 5,250 shares of preferred stock, and (b) write-offs against resulting 
capital surplus. Under bank loan agreement no cash dividends on capital stock 
UE ENE eaten fant tA Cwatt so ela teeeG leg v's ol oss died a olaw Opies sigig-v avec eis 267 158.15 


$9 244 974.35 


NOTE: 


By an amendment, effective June 15, 1943, to the Company’s Certificate of Incorporation, 17,750 shares of 6% 
cumulative preferred stock having a par value of $100 per share, and 60,000 shares of common stock, with- 
out par value, were converted into 23,141 shares of capital stock, having a par value of $100 per share. 
Prior to this conversion the common stock capital of the Company was increased by $1.35 through an appro- 
priation from earned surplus. 


OKLAHOMA POWER AND WATER CO. 


COMPARATIVE STATISTICAL DATA 


1943 1942 1941 1940 
ELECTRIC 
Number of communities served—retail electricity.... 23 23 23* 24 
Estimated population served with electricity—retail. . 33,675 33,103 32,140 32,100 
Number of domestic electric customers..........+-. 6,181 6,061 5,871 5,620 
Number of electric customers other than domestic... 1,491 1,523 1,632 1,561 
Electric sales—KWH (000 omitted)..............- 70,450 67,848 70,241 63,575 
Capacity of fuel burning stations—Kilowatts......... 221250 22,250 22,250 22,250 
Number of fuel burning stations...............05. 1 1 1 1 
Pole miles of transmission lines 6,600 volts and over 224.4 224.4 224.4 224.7 
GAS 
Number of communities served—retail gas.......... 6 6 6 6 
Estimated population served with gas—retail........ 22,100 21,750 21,000 21,000 
Population served with gas only (included in above 
Gove (D Joc: MOE Aw EIR eI Sa GOR. uae AN Rmcomee Meme Re oe None None None None 
INumber of domestic gas ‘customers... ..asere wiles «are 4,166 4,100 4,009 325012 
Number of gas customers other than domestic....... 503 542 563 558 
Natural gas sales—-M Cubic Feet............0-.0- 1,224,707 1,165,084 1,043,760 920,999 
Wiles Ot SAS) AMaING yc case vivig arate ap eae oats hue tae ae aie ae a 180.26 179.33 178.55 178.19 
WATER 
Number of communities served—tretail water........ 3 2 He oe? 
Estimated population served with water—retail...... 18,625 18,280 17,538 17,550 
Population served with water only (included in above 
PObAL ies eo Viiele Qytens Sroka Given ak tule alum ieuens esate ge ay iene None None None None 
Number of domestic water customers............0. 2,322 2,283 2,233 2,112 
Number of water customers other than domestic.... 319 329 337 338 
Waterssales=——Mic callons = cassaie ss aiersiae cee eee re 1,116,573 1,140,684 1,257,907 1,065,062 
Daily capacity of plants—gallons.................. 8,000,000 8,000,000 8,000,000 8,000,000 
Numbersot pumping. plants... :%.,aie0 tes Ue ve ecko ee 1 1 1 1 
Miles -ofvwater maine, eo aha iviectsc sok eee Re 55.89 55.85 55.68 55.19 
GENERAL 
Total number of communities served retail......... 23 23 23* 24 


*Decrease due to reclassification. 
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This report is prepared primarily for the information of security 
holders of the Company and is not transmitted in connection with 


the sale of any security or offer to sell or offer to buy any security. 


OKLAHOMA POWER AND WATER CO. 


May 9, 1945 


To the Security Holders: 


This report presents a brief review of your Company’s business for the fiscal year 
ending December 31, 1944. The accompanying balance sheet and statements of 
income and surplus have been certified by independent auditors. 


Se Ay lL LON S 


Total operating revenues for the year 1944 amounted to $1,445,480, a decline of 
$1,580 under 1943. Electric revenues were $700 less than in 1943 with an increase of 
$11,300 in residential income nearly offsetting a decline of $13,400 in industrial 
income. Gas revenues increased $5,200 over 1943; residential gas revenues exceeded 
those of 1943 by $12,600 but industrial gas sales declined $9,100. Spring floods and 
the construction of a levee along the Arkansas River in the Sand Springs-Tulsa area 
(now completed) caused the discontinuance of water service to a number of industries 
for a period of several weeks and industrial water revenues declined $6,700; total 
water revenues decreased $6,100 under 1943. 


Operating expenses (exclusive of taxes and depreciation) increased $46,600. 
Electric operating expenses were $30,000 higher; although kilowatt-hours generated 
were 4% less than the preceding year, the unit cost of gas was slightly higher and it 
was necessary to burn 21,000 barrels of fuel oil when gas was not available as fuel for 
the power plant which resulted in an increase in fuel costs of $16,500; turbine main- 
tenance consisting of partial replacement of blades and dummy rings was the principal 
cause of an increase in electric maintenance of $18,000. 


Gas operating expenses increased $15,500 which was due to greater purchases 
of gas from higher cost sources of supply. Although water operating expenses de- 
creased $3,100, a reduction of $8,800 in cost of water purchased for resale and in 
reservoir expenses was partially offset by an increase of $5,200 in maintenance of 
water lines caused by the spring floods and levee construction previously mentioned. 


Provision for depreciation was $8,300 higher than in 1943. Of this increase, 


$5,900 was gas and $2,600 was electric. 


Total provision for taxes was $182,900, a reduction of $10,900 under 1943. Though 
taxes (other than Federal income) increased $3,500, there was a decrease in the 
provision for Federal income taxes of $14,400 due principally to reduced taxable 
earnings. 


FINANCIAL 


Income available for interest and other charges was $314,109, a decrease of 
$45,600 under 1943. Total income deductions were $211,384, a reduction of $36,700 


below 1943; the decreases of $28,800 in interest and $8,800 in amortization of debt 
discount and expense reflect the debt payments made during 1943 and those detailed 
below. Net income available for dividends was $102,725, a decline of $9,000 under 
the preceding year. No dividends were paid in 1944. 


In January 1944, your Company prepaid $325,000 in principal amount of 334% 
serial notes and in June 1944, prepaid $150,000 in principal amount of 334% serial 
notes. The remaining balance of $850,000 in principal amount was refinanced in 
July 1944 with 2% notes payable $100,000 in November 1944, $100,000 in Mareh 1945, 
and the remainder of $650,000 on July 27, 1945. Coincident with the refinancing in 
July 1944, your Company secured the return of $800,000 principal amount of First 
Mortgage Five Per Cent Gold Bonds, Series C, which had been pledged as collateral 
to the serial notes, leaving $1,200,000 in principal amount of these Series C bonds 
pledged as collateral to the 2% serial notes. The returned $800,000 of Series C bonds 
were delivered to the Trustee and cancelled. The $100,000 maturities of 2% serial 
notes in November 1944 and March 1945 have been paid. 


During 1944, your Company also paid $48,000 in principal amount of 5% serial 
notes as they matured. In the period from December 31, 1932 through December 31, 


1944, the funded debt of the Company has been reduced by $2,714,000 or 42%. 


ELECT RIG RABES 


Reductions were made in residential and commercial rates in Tulsa (west side), 
and in municipal street lighting and water pumping rates in four other communities 
served. 


FOR AgN CA ES Bes 


During 1944, your Company was granted 25-year electric franchises by Avant, 
Sperry and Webb City and 25-year electric-and gas franchises by Wynona. 


ADDITIONS AND. IMPROVEMENTS 


As has been true of all the war years, only such plant was constructed and only 
such equipment was installed as contributed directly and materially to the war effort 
or was required for the rendering of adequate and dependable service. In 1944, 
expenditures for additions and improvements totalled $113,300 and plant and equip- 
ment retired amounted to $63,400. 


ON INTEGRATION 


In 1939, the Oklahoma Legislature authorized the Public Service Company of 
Oklahoma to acquire all the capital stock, properties, business assets, and good-will 
of this Company, as and when ordered and approved by the Securities and Exchange 
Commission. In January 1944, the Securities and Exchange Commission entered an 
order in the integration proceedings under Section 11(b) (1) of the Public Utility 
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Holding Company Act of 1935 against The Middle West Corporation and its susidi- 
aries which requires The Middle West Corporation to dispose of its holdings in 
Oklahoma Power and Water Co. No disposition of this Company’s properties or 
stock has yet been made and Company is unable at this time to predict the eventual 


outcome. 


SNeCOVERNMENTAL PROJECTS 


Construction of Fort Gibson and Markham Ferry dams, located on the Grand 
River and mentioned in previous reports, is still suspended. 

The Southwestern Power Administrator (SPA) who has charge of the disposition 
of power from Pensacola Dam on the Grand River, Norfork Dam on the White River 
in Arkansas and Denison Dam on the Red River has contracted the sale of most of 
the output of Denison Dam to Texas Power and Light Company for the duration of 
the war plus six months but in no event later than July 1949, with the provision that 
SPA may switch 15,000 kilowatts of capacity to Rural Electric Cooperatives in Okla- 
homa upon 18 months’ notice. The Flood Control Bill passed by Congress in December 
1944 granted the Secretary of the Interior control of the disposition of power to be 
produced by projects included in the bill, gave him authority to build transmission 
lines to market such power and gave tax-free public bodies and cooperatives prefer- 
ence to such power over business-managed, tax-paying utilities and industries. Shortly 
after this bill was passed, SPA was reported planning a vast post-war network of 
power lines throughout Texas, Oklahoma and Arkansas tying present and proposed 
government hydro-electric plants together and with steam plants erected for war 
purposes by Federal government agencies but which SPA and the Secretary of the 
Interior evidently expect to acquire. 

The position your Company has taken about these river development projects 
can be generally stated as follows: 

(1) In the interests of conserving natural resources, river projects should be 
developed in an orderly manner whenever public benefits justify the cost. 

(2) Power should be developed as incidental whenever economically feasible but 
should not be permitted to obstruct flood control (as did the operation of Pensacola 
Dam in the spring of 1943), navigation or irrigation. 

(3) Any power so developed should be marketed wholesale at the project by 
existing agencies of government without favor or discrimination, utilizing existing 
facilities so far as possible so that maximum benefits may be derived by the people 
of the area. 

(4) Any revenue-producing parts of such river projects should bear their just 
portion of all governmental imposts and taxes including Federal, state and local 
taxes and capital and operating costs. 

(5) If any savings accrue from the utilization of power developed by such 
projects, they should be passed on to the ultimate consumers in the area in such 
manner as shall be determined by the regulatory authority having jurisdiction (in 


Oklahoma 


the Corporation Commission ). 


Thus, the people would derive all the benefits of sound river development without 
the creation of regional authorities which engage in business enterprise in direct com- 
petition with citizens and tend to regiment and dominate the area. 


ON FEN PL OY RES 


Effective March 1, 1944, a Hospitalization Plan underwritten by the Continental 
Assurance Company and providing adequate coverage for employees and their de- 
pendents was adopted; participation of employees is entirely voluntary and the cost is 
paid by the joint contribution of employees and Company. Previously adopted 
employee programs consisting of Retirement Annuity, Life Insurance, Safety and 
Self-Improvement were continued. Your Company had no lost-time employee acci- 
dents in 1944 and won an award for the highest standing among a group of contesting 
companies. 


Ten regular employees have entered the armed forces of the nation. It is with 
regret that we report two have already given their lives. 


RR IE ORY 


Your Company serves an area of 1,600 square miles in northeastern Oklahoma 
and at the close of 1944 had a total of 15,533 customers. Electric service was being 
rendered in 23 communities, gas service in 6 and water in 2. 


From Sand Springs and Tulsa (west side), and from diversified industries in 
or adjacent to these cities, Company derives the major part of its revenues. Among 
these are oil refineries, glass plants, a corrugated box manufacturer, packing houses, 
a zine refinery, the only steel mill in Oklahoma, manufacturers of oil field equipment 
and instruments, and the largest cotton mill west of the Mississippi. 


The area served depends chiefly upon oil with its related enterprises and the 
varied industries listed above. Agricultural pursuits are of minor importance in the 
economy of the area served. 


GENERAL 


Your Company is pleased to report that again in 1944 it has been able to meet 
the full requirements of the area served and that no customer, war or civilian, was 
rationed in the use of Company’s utility services. 


As has been true all during the past years, the employees of your Company met 
the problems of increasing regulation, greater demands of the war effort, acute man- 
power and material shortages and floods with efficiency and zeal, and the Board of 
Directors expresses its grateful appreciation to the men and women of Oklahoma 
Power and Water Co. for their outstanding loyalty and splendid performance. 


By order of the Board of Directors, 


J. C. Happenny, President 


ARTHUR ANDERSEN & Co. 


120 SOUTH LA SALLE STREET 
CHICAGO 3 


To the Board of Directors, 
Oklahoma Power and Water Co.: 


We have examined the balance sheet of OKLAHOMA POWER AND WATER 
CO. (a Delaware corporation) as of December 31, 1944, and the statements of income 
and surplus for the fiscal year then ended, have reviewed the system of internal 
control and the accounting procedures of the Company and, without making a detailed 
audit of the transactions, have examined or tested accounting records of the Company 
and other supporting evidence, by methods and to the extent we deemed appropriate. 
Our examination was made in accordance with generally accepted auditing standards 
applicable in the circumstances and included all procedures which we considered 
necessary. 


In our opinion, the accompanying balance sheet and related statements of income 
and surplus present fairly the position of Oklahoma Power and Water Co. at Decem- 
ber 31, 1944, and the results of its operations for the fiscal year, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Pursuant to the provisions of Article Ninth, Section 10 of the Indenture of 
Mortgage dated February 1, 1928 securing the First Mortgage Five Per Cent Twenty 
Year Gold Bonds, we hereby state that, based upon our examination of the pertinent 
books and records, it appears that compliance was had during the year ended Decem- 
ber 31, 1944 with the covenants and conditions of the Indenture in respect of the 
Maintenance and Improvement Fund provided for by Article Tenth thereof. 


ARTHUR ANDERSEN & Co. 


Chicago, Illinois, 


February 23, 1945. 


Amo Eee 


Utility Plant: 

Tangible property is stated at original cost. The original cost 
of property owned at December 31, 1936 was determined 
jointly by engineers of the Corporation Commission of Okla- 
homa and of the Company and approved by said Commission— 


Intangibles represent the cost in cash and securities, reduced 
by adjustments and amortization, of utility plant in excess of 
original cost of tangible property, and include gas leasehold 
($41,373.09) and power-sales contract ($76,987.86) in process 
Glamor iZzaliOn’ce1 ye eer ee Be oe ene: 


Current Assets: 


U sss Governmient.securitiess-aly costa ame ee 
Special deposits 250... 48 aie FOr Ss asta day Ree Meee se tee 
Customers’ service accounts receivable...................... 
Otherraccountsyeceivables weete memes oe ee ee 


Less—Reserve for uncollectible accounts.................... 


Materials and supplies, at average cost...................... 
Prema yinentsn, to Bue we on ane eta ta eA eee eee 


Debt Discount and Expense in Process of Amortization... . 


$4 390 372.08 
1 249 112.12 
1 581 973.92 


149 145.28 


6 83 989.83 
30 223.68 


6 114 213.51 


8 363.61 


OKLAHOMA POWE 
BALANCE SHEE 


$7 370 603.40 


1 089 629.20 


$ 107 934.95 
159 987.50 
867.25 


105 849.90 
74 505.45 


8 973.76 


$8 460 232.60 


458 118.81 


37 224.61 


$8 955 576.02 


ND WATER CO. 
ECEMBER 31, 1944 


Dy isAS belelele leis tia> 


Capital Stock—authorized, issued and outstanding 23,141 shares, par value 
PAG SYS Re SACI nu ae ag 8 en oe ee oe ee ee 


Long-Term Debt (after deducting $1,259,000 principal amount of Series A, B and 
C Treasury bonds, of which $1,200,000 are pledged as collateral to the notes 
payable to banks and $23,000 are deposited with Trustee under the first mortgage 
indenture): 

First mortgage five per cent twenty year gold bonds, Series A, due February 


Collateral notes payable to banks, 2%, due in 1945. .............0.0.00.55 
5% serial notes due $4,000 monthly February 1, 1945 to August 1, 1947 and 
SUG montoty thereatter to August: 1,019049. 2.00 ...2.2s,k ete eee ees 


Current Liabilities (exclusive of $794,000 long-term debt due in 1915): 
ANCUOUNTUS {OF REL Le es eee cae ROR reece Rou a ea tian pee ear 
(ETIStomencied CDOSILSMpeees enn e. eete Te aan ena nth creed Peer cher eats ian ie 
PNCOnUEUMLAN COME mE Rens fu femennre weber i ekte cds Mise ily oe nn ee AN dean 
INCOGUCC SI LOLES beer teint ee ie rete rete ach Wr, Commie Mal gaa PRON ac leg a aicske, note 


(ustomerseAdvances tor Construction... ....4.08+0.. 425526 eon se eee 


Reserves orseprecia Lion tie-in eee AE 2 A ee ee OE qa Perms eee naire 


Gontrbputions ingAid ofConstruction. > 4c. oo ee eo eee eee 


Earned Surplus—since January 3, 1938, date of recording (a) surrender and 
cancellation of 5,250 shares of preferred stock, and (b) write-offs against re- 
sulting capital surplus. Under bank loan agreement no cash dividends on 
GH EDMStGe Ke CATS DEL PAG vn hegre mart nee tur sau Recracy oka eaes ok ans cae hg at eigsle tat mice 
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$2 314 100.00 


$2 761 000.00 
750 000.00 


244 000.00 3 755 000.00 


$ 59 426.32 
95 230.55 
122 079.77 


60 020.82 336 757.46 


13 233.86 
2 110 549.11 


56 052.40 


369 883.19 


$8 955 576.02 


OKLAHOMA POWER AND WATER CO. 
STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1944 AND 1943 


1944 1943 
Operating Revenues: 
Electric ($272,958.50 and $281,352.33 from an associated company in 
TESPECLIVE VEATS) x) Fao, Oe ce See ee ee ed nai ee Ae Ps $1 006 718.75 $1 007 370.36 
Cee Re eg er Ae Pe Peale he meee oan ee eM EN, et hte ME Oe corn Fon Singers 302 599.98 297 409.66 
Waters cee = cic eo As eee nein ee oe eae HN eats ats ince ge pera 136 161.19 142 279.56 
OAL Sak Fa ee Re ee Toe es $1 445 479.92 $1 447 059.58 
Operating Expenses and Taxes: 
Operation— 
Power, cas and water purchased for resale (2220 o se nee $ 114 157.76) $7 1236 ar37 
(Oi i> pein Vere wn OR Pear eakliias el aw ALES an INU ea tara aley cman me rper neh re C8 442 508.37 420 447.99 
Mralnitemanese fee cere hectic ees eae seo ele SSI ee et EDU neo ic ee reece a 90 744.47 67 997.90 
DEprecia MOM 35 e oe esse op ae tore aes Rican ean ct Re Oo eee par eer 251 580.00 243 283.00 
Amortization-ol-gas leasehold)... Set Nos ease ae Roe eerie eee 33 098.43 33 098.43 
Amortization) of pOwer-sales COMUACt aera te ie renee eee eee 16 797.24 16 797.24 
iaxess other thane led eraleimcort ep, cere cre siaeeeere enti ieee ae ec em ee 127 450.55 123 969.49 
Redéralaincome-taxesa Seer NOL) ae mee crit arse eames arene eo eae ee 55 400.00 69 800.00 
PEA 2 S505 Rebs se, Pas he he cae Nee eee $1 131 736.82 $1 087 759.42 
Net: Operating. Income. 5.46 hiss eins aie arate ea Spe Na a cea $ 313 743.10 $ 359 300.16 
Othert-Imcome. ss. oihhs Saas ee Sed RS 2 ern ree ee 366.16 437.69 
Gross Tneome se ho, Sie eh ce SES Ce ee aa re Ie RAL eee $ 314 109.26 $ 359 737.85 
Interest and Other Deductions: 
Interestion:long-termidebte Ve esis S457 att ee neon ee $ 179 873.90 $ 208 639.61 
Amortization of-debt discount, and expense. ....9..0 2 tea ae 22 649.10 31 403.98 
General: interest: (QUet) xas8 sshokaags Seta ee eet eee 4519.25 4 139.91 
Otherancome deductions s.<4 fares ae ee te se eee ee A 341.97 3 874.96 
Totaks yoi7 acidity te stg ee ae a ee $ 211 384.22 $ 248 058.46 
Netilncome ii, 8s gc Te ee EES Te ee ee eae $ 102 725.04 § 111 679.39 


NOTE: For the years 1944 and 1943, the Company was not subject to excess-profits taxes either on the basis 
of a separate or a consolidated return. However, by participating in a consolidated tax return, it 
reduced its Federal income taxes by $13,700 in 1944 and $10,500 in 1943. 


STATEMENT OF EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1944 


Balance December 31, 1943 (since January 3, 1938).................... 000 eee eee eee $ 267 158.15 
Add—Net income for the year ended December 31, 1944. ............ 0.00.0... 0s eee eee 102 725.04 
Balance December 31, 1944 (see balance sheet description of surplus).................... $ 369 883.19 
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OKLAHOMA POWER AND WATER CO. 


COMPARATIVE STATISTICAL DATA 


1944 1943 1942 1941 
ELECTRIC 
Number of communities served—retail electricity... . . 23 De 25 23 
Kstimated population served with electricity—tretail... 35 139 33 675 33 103 32 140 
Number of residential electric customers. ............ 6 444 6 181 6 061 5 871 
Number of electric customers other than residential. .. . i) SBi7 1 491 [e523 1 632 
Electric sales—K WH (000 omitted)................. 66 516 70 450 67 848 70 241 
Capacity of fuel burning stations—Kilowatts......... WPL ORS 22 250 221250 22 250 
Numbernontueleburnine Stations. s5...525)s50.24+o... 1 ] 1 | 
Pole miles of transmission lines 6,600 volts and over ae 224.4 ash 224. 
GAS 
Number of communities served—tretail gas........... 6 6 6 6 
Estimated population served with gas—retail......... 22 896 22 100 21 750 21 000 
Population served with gas only (included in above 
HG PSTD oso Aachen Sab chaeee Ne NRE a te Ate gr ee None None None None 
Number of residential gas customers................. 1 294. 4 166 4.100 1 009 
Number of gas customers other than residential... ... . 505 503 542 563 
Natural gas sales—M Cubic Feet................... 1 171 998 ] 224 707 1 165 084 1 043 760 
MitlesmoleoaSmaiialns\ mer aeuge nected Gor kao dex cies. sk 184.30 180.26 T9239 178.! 
WATER 
Number of communities served—retail water. ........ 2 2 2 2 
Estimated population served with water—retail....... 19 090 18 625 18 280 17 538 
Population served with water only (included in above 
total) eee so oes LP ABU AS Ae MRIS A one Caen eee None None None None 
Number of residential water customers............... 2 431 2 322 2 283 233 
Number of water customers other than residential... . . 322 319 329 oor 
Wratemsales-—\Vinoallonsag. arene ste an eee e eee sen 1 050 560 1 116 573 1 140 684 1 257 907 
Daily capacity of plants—M gallons.,..;........:... 8 000 8 000 8 000 8 000 
Nomberot pumping splantsmnyiy ea ecient, cian sons ] 1 1 1 
Milestofewatertmains gers eet eee ety Meee, ae eee 56.25 55.89 595.85 Dos 
GENERAL 
Total number of communities served retail. .......... 23 23 23 23 


wa 


Li « 


